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OmOoVYOW 


A LOOK AHEAD 


Confusion in policy 
hour effects . mew taxes ... 
business outlook. | 


wage- | 


[)NCERTAINTY and contradiction govern 
basic policy in Washington just now. 

Theories are being upset by events at home 
and abroad. An even newer New Deal can be 
forged by practical pressures strongly at 
work. 

In foreign policy the united front of democ- 
racies is no more. Ambassador Kennedy sug- 
gests a working egreement with dictatorships. 
Practical politics suggests isolation in this 
hemisphere. The State Department hesitates 
between the two, confused. 

Cordell Hull will press ahead with recipro- 
cal trade agreements. Sought by these agree- 
ments is a breakdown of controls and sub- 
sidies in world trade. Germany, subsidizing 
exports, is cold-shouldered. 

Yet Henry A. Wallace openly is dumping 
American wheat abroad in violent contradic- 
tior to basic trade agreement theory. Dump- 
ing of American industrial products on South 
A: erican markets is getting White House 
con ‘deration. 

Planned control of exports and imports is 
to affect more and more of the world’s trade. 
A British-American trade agreement will not 
importantly affect that trend. 

At home, a National Economic Committee 
is on the trail of monopoly. White House 
policy stresses free competition in business 
as its goal, Stronger anti-trust laws loom. 

Yet the President is out for more plan- 
ning, less competition in agriculture; more 
planning, less competition in the oil industry. 
A price war in steel, once encouraged by the 
White House, produced excited concern when 
it came, and relief when it ended. 

Theory again is clashing with performance. 

Pressure for planning and control in do- 
mestic trade goes along with pressure tor 
planning and control] in foreign trade. 

A persistent official refusal to admit this 
trend accounts for today’s confusion and con- 
tradiction. World events only accentuate the 
drift toward control. 


Many developments on the cards here touch 
the pocket-book nerve. 

Wage and Hour. The $11 minimum wage 
for + 44-hour week is to take effect with 
‘ow «ick-backs. Official enforcement policy 
calls for broadest possible coverage for the 
contro! law, but with interpretations and reg- 
ulations that limit To be 
watched is a loop-hole for employers of white- 
coll 


effectiveness. 


i workers through which many will be 


abl to anp all wages above $11 weekly to- 
wa: ’ d-one-half for overtime. This 
cat. help Innit the effect of hour controls. 


(Details of rules and regulations will be 
found on Page 6.) 

Armament. Treasury tax experts are on 
the trail of $500,000,000 of new revenue to 
finance planned increase in expenditures tor 
the army and navy as well as to pay for past 
Both a stream-line 
excess profits tax and a straight graduated 
with the tax 
graded according to size of income, are in 
the hopper for study. Small corporations are 
in line for exemption from new tax increases. 

Farm. 
heart of all plans for boosting farm income 
that now have AAA and White House favor. 
New style processing taxes, being dressed up 


increases above normal. 


surtax on corporation income, 


More money for subsidies is at the 


for Congress, tax the finished product rather 
than the raw material. 
chance exists that Congress can be sold on 
processing taxes. Larger appropriations are 
the probable alternative. 

Old Aged Pensions. Larger grants to the 
States to help pay for bigger old age pensions 
to the destitute aged are definitely on the 
cards. Dehcit rather than 
taxes is the contemplated method of financing. 


Less than an even 


new 


* * 

A rising trend of business and of profits 
through most of 1939 is forecast by Govern- 
ment economists. 

The present upturn is scheduled by these 
analysts to pass the 1937 high before running 
its course. 

Improving business will ease the effect of 
rising taxes, of wage and hour controls and 
of new ideas that Congress may have. 
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WPA Rolls 
at Highest Pea 


OCT-1936 


* WORKERS 


OCT-1937 


WORKERS 


1,432,910 


Cory 


WPA Spends Six Billion Dollars in 3 Years; 
Rolls Set Record Despite Industrial Gains 


A I ARG R number of workers have jobs with 
WPA this October than ever before. 
These fart rsa are employed in every com- 
munity of the land. They ere, in effect, working 
for the Federal government and draw their 
wages in checks against the Treasury of the 


United States. 

The number of WPA emploves drawing 
checks this October is 3,129,000, A total of 
more than thirteen million individuals live from 
the that these 

Hlow the employment record of this Oc tober r 
compares the previous October em- 
ploy rds of WPA is shown by the pic- 
tovram at the top of this page. 

The first 1956, 
119.775 emploved and drawing checks. 


pronds checks buy, 


with two 


ment rec 


showed 2. 
At that 
time the trend of employment on WPA projects 


October, back in 


This downward trend con- 
tinued until September, 1927, when it reached 
1,408,000 or less than half of the present total. 
October 


started downward 


ictober of last vear saw a slight rise. 
of this vear finds employment at the peak. 

the number of WPA jobs and in- 
creases in the number of jobs in private indus- 


Irv reases if} 


trv have gone hand in hand-since June of this 
year. Government officials estimate that one 
million more workers now are employed by in- 
dustry than were emploved in June. WPA is 


employing half a million more workers than in 
that earlet 

Increasing WPA jobs ina period of improving 
are ascribed by WPA officials to dwin- 
dling resources of the unemployed. 


POLITICS IN THE WPA? 

A question concerning 
whether or not WPA, with its millions of work- 
The special Senate Campaign 
Committee of 
Opponents 


month 


has been raised 


ers, tics, 


is in pol 


Investigating reports evidence 


in some instances. 
administration claim that the 
of WPA may some connection 
with this vear’s November elections. 

Harry L. Hopkins, WPA Administrator, in- 
sists that everv worker on WPA projects is free 
Mr. Hopkins is of the 
opinion that ninetv per cent of these workers 
would favor officials who favor WPA. 
1926 the possible 


political activits 
af 


the present 
have 


rolls 


to vote as he wishes. 
those 
relationship be- 
and polities was not stressed by 


Back in 
WPA 
politicians. At that time payrolls were higher 
than they had been in earlier months. In No- 
vember and in December sharp cuts took place. 

As the pictogram shows, October of 1937 was 
a month of low WPA employment. 

This organization today has by far the larg- 
est wage total of any single institution in the 


tween 


country. 


During the three years and four months of 
its existence, W’A has paid out more than 


six and one-half billion dollars 
ihe Federal 


ight 


all 


state 


but 


and 


contributed 


ernment 
mdred million dollars. 
local governments provided that 


‘The mii 
rs of income each month. 


amount, 

lions of workers have averaged fifty- 
This income 
annual income of 


im secure and 


lo an 
six hundred and sixty dollars. 

To provide the more than three million WPA 
workers with this income the Federal Govern- 
ment is paying out at this time about two hun- 
dred million dollars a month. 

In return for this expenditure the nation is 
getting many miles of new roads and highways. 
About half of the total WPA expenditures are 
for Another 35 per cent is 
taken up with construction of public buidings, 
recreational facilitie 


road construct bon, 


and conservation projects, 
Work designed to create white-collar 
counts for an additional 10 per cent. 

Strictly administrative costs are running un- 
der 5 per cent. 

But at this just as in October, 1936, 
orders are being prepared to start reducing the 
WPA rolls, 


jobs ac- 


stage, 
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— 


Of this amount ¢ 


The size of the coming reduction will depend 
on how rapidly industry re-employs workers 
und how rapidly other spending projects of the 
Federal Government take hold. Until now, WPA 
is found by the figures to have carried the 
of “pump priming” by rapidly increasing the 
amount of money placed in the hands of the 
working people of the country. 


load 


It is because of the speed with which the 
Works Progress Administration can be thrown 
into gear to bolster consumer incomes that plans 
are taking shape to build this agency into a per- 
manent arm of the government. 

These plans already are raising an issue of 
control. 

Power to create and to control millions of jobs 
and vast amounts of money is a power in which 
both Congress and the Executive arm of the 
government are interested. 

The Executive wants authority to say how 
and when WPA funds should be spent. Con- 
gress wants to limit that authority by specify- 
ing exactly how and when the 
should be spent. 


same funds 
As a result of this clash an argument is head- 
ing up for the coming session of Congress. 


THE ISSUE OF CONTROL 


Importance of this issue of control may be 
found in the fact that the entire Federal Gov- 
ernment, outside of the Army and Navy, em- 
ploys fewer than nine hundred thousand work- 
ers, of whom more than half are under civil 
service. All state and local governments em- 
ploy barely two and one half millions of workers. 

Political parties find control of governmental 
machinery employing these workers to be a 
powerful aid in maintaining themselves in 
power. 

WPA with its millions of jobs and its huge 
expenditures is found by those who seek power 
in Government to have a vital meaning. 

Politicians find this to be true because of the 
axiom that those who find work with the Gov- 
ernment are politically grateful to those who 
provide the work. 

The more than three million WPA workers 
now on the rolls constitute a total nearly as 
large as that of all other Government workers, 
federal, state and local, in the entire nation. 
The Senate Campaign Investigating Committee 
has found that an effort has been made in a 
number of instances by local officials to utilize 
the latest political power in the WPA organi- 
zation. 

More and more officials and students of Gov- 
ernment see in the rising total of voters drawing 
subsidies from the Government a new compli- 
cation in the operation of a representative sys- 
tem of government. 
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The March of the News 


IN NATIONAL AFFAIRS 


| Autos and recovery . . . Stronger 
. NRA days again? ... 


“Trust-busting” in medicine. 


defenses . . 


HE automobile industry is leading the 
autumn recovery parade. 


Speeding of production schedules from 
250,000 cars this month to 350,000 cars for No- 
vember led to substantial evidences of return- 
ing prosperity. 


General Motors announced rehiring of 35,- 
000 men and restoration of pay cuts ranging 
from 10 to 30 per cent that were made last 
February. Chrysler Corporation announced 
restoration of pay cuts and the rehiring of 
20,000 workers. 


Further increases in railroad freight car 
loadings to new highs for this year, an end to 
the uncertainty caused by a flurry of price 
cuts in the steel industry, and a leveling out 
of tarm prices all contributed to the op- 
timism of the week. 


PEACE-TIME WAR OUTLAYS 


National defense plans involving heavy out- 
lays tor airplanes, naval vessels and new 
equipment for the Army continued to receive 
attention. 


Stronger defenses in Hawaii, new naval 
and airplane bases in Alaska and Puerto Rico 
and the development of the newly organized 
Atlantic squadron into a permanent and more 
powerful organization appeared to be in the 
offing 


Revealing “spy methods” in this country, 
the New York trial of alleged German agents, 
added a touch of melodrama to the events re- 


volving around national defense problems. 


Labor news, featuring the activities of the 
new set-up in the Labor Department which is 
to administer the Fair Labor Standards Act, 
was reminiscent of NRA hurly-burly days. 


Seventy workers in the Washington office 
and 20 more in field offices were swamped 
with preliminary work in preparation for en- 
forcement of the wage hour which affects a 
million employers and eleven million workers, 


Pending appropriation of sufficient funds 
for administration of the law, State Labor 
Boards are to be called upon to help in its 
enforcement. 


Secretary of Labor Perkins, commenting on 
the repercussions from her recent proposal at 


[Continued on Page 3, Col. 1.] 
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Roosevelt Skepticism—War Debts—Court Jam 


| On Wage-Hour Law?—Armaments and Spies 


Whether President Roosevelt * ment of Justice are wondering * banks having impaired capital * derstandable substitute that will 
sympathizes with views being whether the courts might become due to bad management. This | command public support. 
expressed in London by Ambas- clogged within a few days or will be in contrast to the former | — 
sador Kennedy is asked increas- weeks with litigation over ap- policy of keeping banks open ; 
ingly in the Capital. Some White plication of minimum wage and regardless of capital impairment The Natignal Resources Com- 
House callers receive the impres- maximum hour standards. _ in order to make a showing. | wee expected to hold up its 
sion that the President is far * * * | an 
more skeptical of the British “ap- | 
a" policy toward ean New Deal advisers whose voice Some railway union officials fa- | until after the November elec- SOCIAL SECURITY CHANGES? 
Harris & Ewing tors than the Ambessador. It is on matters of policy often have vor a merger of all railways into | tions. The new study will deal Bigger pensions for more people? Just one of 
MAKING THE MOST OF THINGS : , been influential for five years, one national, privetely-operated with how people spend their e the questions considered by the Social Security 
Granted, says U. S. Ambassador Kennedy, that remarked that the tenure of an : , - Advisory Council composed of officials and lay- 
were Jeft out of the councils that company. The political and fi- money. 
democracies and dictatorships do not see eye to Ambassador is not indefinite. ' 7 . men meeting in Washington to talk over the 
eye, they ought to get together as long as they » @4 led President Roosevelt to go in nancial difficulties of such a plan * 2 administration of the Social Security program. 
Search for a formula for sett/e- eal — National Economic Committee — of California 
views istration and out are coolto any | 
to the Department before they were delivered ont of the war Gedts te ee erenemmente ideen thee maiahe cake | All still is not well within the hope to demonstrate factually 
in London. The only result of informal con- he al P al B | Federal Communications Com- that the interests of business 
the place of new social measures. 
ferences to date is a large ques P | mission. Commissioners Craven management and of finance are Wecusqraim a 
TITLE REGUSTERED PATENT OFFICE tion for a ees and Payne have taken to expres- diverse, and business would 
IN, “ een 2 may - more definite Inside diplomatic reports have it | sing openly some differences profit from a loosening of the 
the November elec- that the French “broke” before with Chairman McNinch about links between the two in the ex- N f 
tions. the British in negotiations with questions of policy. isting economic structure. ew ans or or 
Germany over Czechoslovakia. | * 
ar y nags in at Likewise, new information is wie. | A d Bi er Pensions 
Both the White House and the [| ' . Wage-Hour enforcement officials | Concern at the Department of n gg 
Department of State were deeply ol the Germans were Rigmy are telling employers that con | §tate over encroachments of dic- 
Of Wa e-Hour Law impressed by the refusal of the confident their demands would tas | tatorships in South America is : 
British Broadcasting Company, istrator Andrews should not be | outgrowth of fear of mili- ial 77 
government-controlled, to permit te | tary invasion, but of an invasion | A new deal for social security: 
a broadcast within England of that stand ehind the French , Of ideas that could produce in- Utopian competition, and how to 
Troubles ahead for Wage-Hour Winston Churchill's talk to the and British governments. | CES EE. SENS ternal revolutions and policies 
United State the legal staff say they intend to match it. Making unemployment 
> i i ose of to 
officials . . . NRA ghosts arise to construe the law broadly and moensation bigger and better 
tiem united front of democracies Trials in New York on espionage |  jiterally states. A more aggressive pro- comp 99 
plague tiny staff and business firms against dictatorships. A. trend charges and more arrests of al- | — . 2 motion of the “Good Neighbor” 
toward censorship of newspapers ; . | licy will be the result. 
. . . Enforcement troubles. , "Pp edited leged spies prompted instruc- | The Department of State ie ia poucy TATE and Federal experts on social security 
ee an newsreels in dealings with tions to officers of the interested +h — A . | **e* 3) are staging a reorganization act all their 
news critical of Germany 1s Government departments that o own that promises to have far-reaching effects 
EVENTY hard-pressed workers in the Wash- watched carefully by high they reply “No comment” to all | foreign policy with a popular ap- nemintetration eee ates for on everyone who holds a job, seeks a job, or 
ington office and 20 more in the field are be- Washington officials keeping requests for an official reaction. peal. The old policy of a popu- | preparedness” are designed, in hires labor | 
ing overwhelmed in the task of interpreting and track of British developments. ) lar front of democracies as op- part at least, to counter renewed Officials whose work it is to administer of 
enforcing the wage “+ spent te affects a a | ees posed to a phalanx of dictator- pressure expected in the coming advise on the Social Security Act met in on 
llion empio san workers week to loo t) ts of thei 
milion emp Federal bank examiners, under ships blew up with the partition Congress for enactment of the ington last week to look 
aseless has been t) arrage of questions rst ars’ labor a consi fay 
he Lawyers both at the Wage-Hour a new policy, will apply a “hard- of Czechoslovakia. So tar the | Ludlow war referendum resolu- ~ 
staff is described by the Administrator as hope- Administration and the Depart- boiled” attitude in dealing with diplomats are atalossforanun- |_ tion. Old-age pensions and unemployment com- 
leasly inadequate to provide the answers pensation received the most attention 
Likewise, the legal staff, even with “loan” Their meetings were watched closely because 
lawyers from the Department of Labor, is hard- 


pressed to provide all the necessary interpre- 
tations. 

Employers who have come to Washington 
seeking information about the law are reminded 
of the early days of National Recovery Admin- 
istration, when the same hectic activity pre- 
vailed 


Staff of Thousand 


Needed Eventually 


The staff of less than 100 persons is attempt- 
ing to do a job which the Administrator says will 


vad 


TITLS UV. PATENT OFFICE 


A PLAY, POLITICS AND A PICNIC... YULE TREES 
FOR HARVEST AT HYDE PARK . . . DEFENSE PLANS 


OW does the President of the United States « 


of currents of feeling in many parts of the 
country that the Social Security law is eitner 
too complicated or too stingy, or both. 

Stinginess was under discussion by the Ad- 
visory Council on Social Security, which makes 
recommendations to Congreas and the President. 
This Counci!] met at a time when many candi- 
dates for throughout the country are 
advocating pension schemes which the Presi- 
dent has by inference called “Utopian.” Such 
Thirty Dollars Every Thursday” 
the Townsend Plan are seen as competi- 
tors of the Social Security Act 


election 


SUZZeESLIONS AS 
and 


» bassador to France, from putting in an ‘ 
require 1,000. And adding to the turmoil is the spend a week in the country? appearance. More and Enlarged 
fact that the offices recently were moved from 
one floor to another and desks and filing cabi- To begin with he clears his desk in Washing 


nets are not yet in place 


ton in preparation for his departure. If he 


That noon, the President took his guests, the 


Benefits Considered 


, Murrays, Ambassador Bullitt, Senator Josh Lee Largely to ward off such unofficial pension 
Therefore, the confusion in the Wage and doesn't leave until Sunday, he conforms to his and Mr. Hopkins, for a picnic lunch atop Round schemes, the Advisory Council studied the wis- 

Hour offices is transmitted to business men who usual Saturday schedule. With President Roose- Top Hill, where they all had a chance to view dom of extending old-age insurance to some 

cannot obtain answers to their many questions velt it has become a ritual On Saturda he , , , 5000000 farm and domestic workers, paying 
os the lew besemes effective. y the fashion show of autumnal foliage conceived 


predict enforcement will become a major prob- 
lem and the turmoil will increase 

For enforcement, the Administrator will rely 
on the automatic provisions of the law and on 
the cooperation of business men, because, as he 
says, “Twenty men can't police the United 
States.” 

Employes who are paid leas or worked longer 
than the law allows may sue their employers 
for double the amount lost through failure to 
obey the law, plus legal fees and court costs 

Official fears have been expressed privately 
that this automatic enforcement provision will 
attract unscrupulous lawyers and that “nul- 
Sance” suits may be initiated. 


Union Help Sought: 
Rush to Courts Seen 


If this sort of action does develop, the courts 
soon will be clogged with wage-hour suits. and 
so the Administrator is looking to the labor or- 
ganizations for protection 

Employes will be advised to bring suits through 
unions, and both American Federation of Labor 
and Committee for Industrial Organization will 
be requested to aid by weeding out groundless 
actions. 

Just as serious as these problems confronting 
the Administrator, are those confronting the 
Many employers who do not yet know whether 
they are covered oy the law or not 

Interpretations issued by the Wage and Hour 
Division necessarily are genera! because it is im- 
possible to predict how the courts of last resort 
wij] interpret the law. 

The courts will provide official interpretations, 
and the Administrator warns that his Interpre- 


stays away from the Executive Offices and works 
in his small study on the second floor of the 
White House. There he reads the newspapers, 
goes through his correspondence, receives his 
visitors. On the day before he left for Hyde 
Park he hobnobbed with Assistant Secretary of 
the Interior Burlew, Acting Budget Director 
Bell and Under Secretary of State Welles. 
Saturday evening his routine was shattered. 
For the second time since his 1933 inauguration 
he went to the theatre in Washington. There 
he chortled at Walter Huston’s portrayal of 
Peter Stuyvesant, peg-legged Governor of sev- 
enteenth-century New York. Studded profusely 
with political allusions, the play watched by the 
President dealt with dictatorial antics of the 
choleric Governor in “Knickerbocker Holiday.” 
Rib-tickled was the President at one point when 
the Governor described his council as “stupid.” 


The council included a “Roosevelt” and a “Van- 
derbilt.” 


When the President 
left Washington on Sun- 
day it was toward the 
close of a leisurely day. 
A late breakfast and the 


A Leisurely Day 
And Then Off 
To Hyde Park 


,same contented scanning of headlines as prac- 


ticed in millions of American homes every Sun- 
day morning preceded his departure. 

Then the short spin down to the railroad ter- 
minal, into his special car and the northward 
run to Hyde Park. Pausing briefly in New York, 
the President was joined by Colonel the Honor- 


—Harris & Ewing 

WHITE HOUSE “BACKYARD” 
Removal of the privet hedge around the south 
end of the White House grounds now gives 
sightseers a clear view of the rear of the Exec- 


utive Mansion. A new iron fence forced the re- 
moval of the hedge planted in 1910. 


of chestntut trees on his property was another 
topic. 

While the President thus temporarily dis- 
posed of the cares of office, Mr. Hopkins con- 
tinued his mulling over the economic report. 

The next day the President turned to the 
business of politics, lunching with Governor 
Lehman. They devoted two full hours to a 
thorough canvassing of the New York State 
campaign strategy. Earlier Governor Horner, 
who said he just happened to be “in the neigh- 
borhood,” also stepped in for a work-out on the 
Illinois political scene. 


—_ 


by Dame Nature. 


Came Thursday and the President had as his 
luncheon guest Charles Poletti, Democratic can- 
didate for Lieutenant-Governor of New York 
State. Another noon visitor was Ernest O. 
Thompson, Chairman of the Six-State Oil Com- 
pact Commission. Regulation of refining in ad- 
dition to production was the topic of the dis- 
cussion. (See page 15.) 

The next morning New York's Mayor Fiorello 
H. LaGuardia took a short “Knickerbocker Hol- 
iday,” bounced up to Hyde Park in his usual 
exuberant style for a short conference. At the 
luncheon table, the President had as his guests, 
U.S. Housing Administrator Nathan Straus and 
Mrs. Straus. 


To newspaper men that 
same morning, the Presi- 
dent discussed the put- 

ting into effect of the 
And to be Done wie Soe law ; found de- 
lightful in automobile manufacturing 
progress; found himself well satisfied with re- 
forms in federal court procedure and practice, 
found himself in accord with the indictment of 
a number of persons in New Mexico for alleged 
WPA irregularities. 


Talks to Press 
Of Things Done 


news 


True, there wasn't much tearing around to 
conferences, and « bushel-high memorandum 
basket, and scores of visitors. But at the Presi- 
dent's elbow sat Secretary Morgenthau working 


benefits to a potential claimant's widow or his 
dependent children, paying benefits both to man 
and wife 

Increasing the amount of the payments now 
permitted under the Act, and also lowering the 
age limit, which is now 65, were both considered. 

Out of the Council's meetings will come recom- 
mendations to Congress and the President that 
may result in more pension money for the 
country’s aged 

Overhauling the system of unemployment com- 
pensation was the task of another official group 
meeting concurrently in Washington—the Inter- 
State Conference of Unemployment Compensa- 
tion Agencies 

Complaints are reaching the ears of the un- 
employment officials that the law they admin- 
ister is too complicated. It is said to be a 
burden both on workers who are often confused 
by the complicated rules of the law, and on em- 
ployers who are confused by the voluminous 
records they are required to keep 

Consequentiy, the state officials at their meet- 
ing discussed ways to simplify their unemploy- 
ment compensation laws. In addition, they spoke 
of methods to cut down administrative costs. 


Less Waiting Time 
Before Compensation 


Complaints that the law is stingy also faced 
the unemployment officials. To dea) with these 
complaints they considered the wisdom of in- 
suring farm and domestic workers and other 
groups now excluded from benefits 

As the discussions progreased, it was thought 
likely that the States would recommend a shorter 
waiting period oetween the time a man loses a 


tations can serve only as a guid d are issued on budgetary problems; WPA Administrator job and por ge ne aga fn gens me 
7 e an SS ' ; wait r ‘i rom two weeks to 

with the “grave warning” that they may be over- able Arthur Murray and Mrs. Murray, of Scot- Late this afternoon, newspaper men crowding | Hopkins talking relief and economic needs: ~— ae oe 

thrown by the courts. 


In addition to interpretation and enforcement 
of the law, the Administrator faces menta! haz- 
ards in the activities of a minority of business 
men whom he accuses of resorting to “subter- 
fuge” in efforts to bring the fair labor standards 
act into “disrepute”. 

The Administrator is on the look-out for acts 
such as classifying experienced workers as “learn- 
ers” to evade the law; building up huge inven- 
tories and then shutting down the plant, 

(See page *° for interpretations of wage-hour 
law and how business is affected.) 


land, and Harry Hopkins, Works Progress Ad- 
ministrator. 

Most of the following day was spent by the 
President closeted with Mr. Hopkins, poring 
over the economic report the latter had brought 
with him. 

Before and after luncheon, the President with 
his Scottish house guests drove for miles along 
back-country dirt roads. His crop of Christmas 
trees furnished one source of conversation. His 
search for further evidence of the “comeback” 


into the President's office were told that the 
Chief Executive's examination of national de- 
fense problems was still in the preliminary 
stage. On budgetary matters, the President pre- 
ferred to remain mum, although he had con- 
ferred prior to his press conference with Henry 
Morgenthau, Jr, 

Wednesday, Presidential Secretary McIntyre 
slipped up. He teld the press the President had 
no caller and that none was expected. That, 
however, didn't stop William C. Bullitt, Am- 


Ambasador Bulliy, tracing international moves 
and national de e needs, Governor Lehman, 
analyzing the polifical situation. 

There wasn't much time for leisure. But there 
was the satisfaction of watching his “dream 
house” take substantial form; surveying his 
broad estate; picknicking with old friends: 
driving his little car through the country, watch- 


ing the smooth pincers of nature cut through 
the season. 


Derek Fox 


one month. It was felt that two weeks is long 
enough for unemployed persons W wait. 

A flat benefit period was also getting favorable 
consideration. At present an unemployed work- 
er is paid in relation to the time he held his 
job. Under the proposed change all workers 
would be compensated for a flat number of 
weeks, regardiess of the length of time they 
worked. Their rate of insurance compensation 
would st/ll depend, however, on the wage they 
earned while employed. 

More money for more aged people and unem- 
ployed is in prospect as the result of these dis- 
cussions, 
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Columbus suggesting appoint- 
ment of a i13-member commis- 
sion to mediate the C.1.0.-A.F. of 
L. feud, said she had “great 
hopes” for a peace within the 
next six months. 


The National Labor Relations 
Board ruled that Republic Steel 
Corporation violated the Wag- 
ner Labor Act during the 193/ 
“little steel” strike and issued an 
order to the company for rein- 
statement of approximately 5.,- 
000 strikers. 


In reply, the Corporation 
filed a petition in the United 
States District Court of Appeals 
at Philadelphia to review and set 
aside the order. 


Other news of the week for the 
most part concerned develop- 
ments which have been forecast 
for some time. 


Group medicine moved into 
the grand jury room when a Fed- 
era] grand jury in Washington 
began investigation of Justice 
Department charges that the Dis- 
trict of Columbia Medical So- 
ciety violated the anti-trust laws 
in sts activities to combat the 
Group Health Association, Gov- 
ernment employes’ medical co- 
operative. 


Disposal of one million bales 
of cotton was announced by Agri- 
culture Department officials as 
the maximum goal of the two- 
price sales program to dispose of 
surplus agricultural commodities 
at cut prices to the lower-in- 
come groups in the population. 
The program is sponsored by 
Secretary of Agriculture Wallace. 


Visitors with the President at 
Hyde Park reported in the latter 
part of the week that Mr. Roose- 
velt favors strict production con- 
trol in agriculture and petroleum 
refining as the remedy for “sur- 
plus” troubles from which both 
industries are suffering. 


The current impasse in nego- 
tiations for a reciprocal trade 
agreement between Great Britain 
and the United States may be 
broken soon, State Department 
officials declared. 


A new developnfent in diplo- 
matic procedure was an address 
in London by United States Am- 
bassador Kennedy in which he 
asked for a working agreement 
between democracies and dic- 
tatorships and warned of the dan- 
gers of continued rearmament. 


The address, commented the 
State Department, represented 
the personal views of Mr. Ken- 
nedy and in no way marks a new 
departure in official policy. 


The first 
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(ecasq7aiai? ARMAMENT, OUR NO. 1 PROBLEM: 


NEW PLANS TO MAKE AMERICA IMPREGNABLE 


HE dnited States now is paying ¢ need for two fleets instead of one 


more than one billion dollars 
each year to Mainiain its Army and 
its Navy 


President Roosevelt proposes to ask 
Congress to step up that expenditure 
He would speed new construction for 
the Navy iwurate a broad 
program re-equipment for the 
Army. A stronger is in the 
cards and Navy 
siavy is No. 
the White 


ana ina 
of 
air foree 
for both Army 
National 
among al probdbiems 
House calendar 

Why is thi 
has 


detense 


defense 


W ha t 


confronted this nation 


suddenly 
wiln a 
this de- 
United 
impreanabie in this 


probiem’ What is 


fense problem Can 
Stat 
hemisphere”? 

The 


worid 


ine 


rs 


first question is ansawered by 


Until now. naval 


strategists Bri A 


| Armament jumps into 
first place among the Gov- 
ernment’s immediate prob- 
lems. Can the United States 
build an impregnable de- | 
tense? 


An account of the | 
problems and the possible | 
solution. | 


held the balance of power in Europe 
and while that balance iasted the 
United States could rest secure in 


the Atlantic behind the British ficet 


World Conditions 
That Impel Arming 


Now. the strategists insist. 
balance is broken and the British 
fieet. with problems ail over the 
world, may no longer provide the in 


surance that it once provided. Newly 
powerful nations are pictured as 
reaching out for more power and for 
trade advantages 


The United States is determined 
to police this hemisphere. President 
Roosevelt on August 18 brought 
Canada within the police lines 

As a policeman in a dangerous 
world this ry intends, judged 
DY present deal with any 
enforcement probiem thal may arise 
If Germany or Italy should get into 
an argument with Brazil or Argen- 
tina or Paraguay. or if Japan should 
get into an argument with Mrr °o 
or Chile Peru or Canada the 
United States would be on hand to 


coun) 


plans, to 


or 


see that no “rough stuf!” took place 
even if the argument should be go- 
ing on simultaneousiy in the At- 
lantic and the Pacific 

The apparent ‘hite House de- 
termination is that there will be no 
backing down by the United Sta'‘es 
in the face of any threats that may 


be made in this hemisphere 


Policy of Passive 
Defense Deemed Laowise 
This 


the deierse p em 

line of defense is the 
American Navy. Two card al pri 
ciples guide American naval strategy 
One of these principles is that fleet 
streneth should not be weakened DY 
division between the Atlantic and (the 
Pacific This 
whether or 


rakes tne 


now 


question 


not there may be 
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The second principle is 
Admiral William P Leahy 
naval operations 

In 


wal 


Stated by 
chief of 


defending 
Admiral! 
assume 


our territory 
Leahy explained 
an attitude of 
sive defense and simpiy beat of 
tacks at one place and iater al 
In 


ats 


in 
we 
pas- 
at- 
afti- 
our 
POSsst KS 


such a case we would 
Kaded 
seized 


aee 
neg 
commer;rce 


foreign riven 


our ouuy 
our 
off 
the coastiy 
War lasting 
willed 


ANG 


the seas. and we would wndergo 


finding the 
the enemy 


experience of 


as jong 
oniy 


wavy that War. once 
brought tw a 


successful 
conciusion is raking ihe enemy 
fighting—by injuring 


re he reaches our 20 


want to stop 
him 
badi\ 
peace 

This offensive policy calls for a 
Navy large enough to keep any proo- 


shores 


that he wall be anxious lo make 


able combination of foreign navies 
far from American shores 
Naval bases far out in the Pacific 


with Hawaii as a bulwark 
in Atlantic 
the Caribbean. simplify the enforce- 
ment this policy by giving the 
American Navy a jumping off piace 
to deal with fieets far from 
home. Strengthening of these bases 
is one of the important tasks 
to be undertaken 


and DASeS 


ine resting strongiy iff 


of 


now 


Comparative Strength 
Of the World's Navies 


But that still leaves 
of comparative strength 
Three 
and Italy 
at time. All 
an interest America he 
Navy. of must consider any 
possible combination of 


ine question 


nations, Germany. Japan 
are aggressively expandin 
wiree nave anown 
in Latin 


NeCPASILY 


aggressors 
The comparative naval strength of 
nations inciuding Hips 
and Duilding for United States. Ger- 
many and Italy and ships actually 
bullt for Japan—is as follows 
va Jepan Germany Italy 
Battieships 19 10 10 a 
Aircraft 
carriers 4 
Cruisers 4) 13 
Destrovers 249 1] $1 180 
Submarines 106 6 61 iz 
Totals 419 778 137 310 
But of the 419 American ships, 219 
are listed by the navy as “over-age 


while of the combined 675 ships of 
the other powers only 66 are so listed 
World Defying Fleet 
Not in the Program 


There is 
the strength 


no intention to “match’ 
ship by ship. of any pos. 
sible combination of powers against 
the United States. The approved pro 
eram calis for the American navy 
to have eventualy 272 under-age war- 
ships and 3.000 airplanes. Three or 
four, years are required dDulid a 
battleship, two or three years to build 
a cruiser. The nation’s shipyards 
will be taxed to capacity 


to 


soon 


But with the navy as projected 
operating from existing bases, the 
navy high command is confident that 
it can deal with any contingency 
that might arise. The reason is that 
foreign nation could divert its 
entire fleet from home waters to 
cruise thousands of miles in order 
to do battle. The further reason is 
that with the Panama Canal, the 
United States quickly can shift its 
streneth from one ocean to the other 
At present an Atlantic squadron of 
cruisers and destroyers is being bDullt 
to serve permanently asa scout force 


no 


Once present naval building plans 
are completed and naval Dases are 
hened, the admirais will be 
onvinced that this nation’s position 
in this hemisphere is unassailable 


sireng 


The Plan Projected 


for a Greater Army 

Yet there is always a chance that 
a hostile force might break through 
the naval bases or the coast of this 
country. It is here that the new plans 
for the army enter the picture 

The first task of an American army 
detend the naval bases from 
hostile attack. Their next task is to 
protect the harbors of the nation 
and to prevent the landing of any 
hostile force or the enemy attack by 
airplane on vital industrial centers. 

Strategists of the Army feel that 
neither the present equipment of the 
army nor the personne! is adequate 
for the task. However, there is no 
plan to develop a huge American 
army on the European or Japanese 
plan 

The program as now outlined for 
presentation to Congress is as fol- 
lows: 

Aircraft. A fleet of at least 2,300 
modern airplanes is wanted by the 
Army. European air forces are much 
iarger. Army planes added to the 
3.000 navy planes would give a total 
of 5.320. Facilities are available in 
this country for rapid production. 

Armament. An appropriation of 


ls to 


- 


about $140.000.000 will be sought for ¢ must answer that question, think ¢ is to make sure that this nation has * pians, is that the present is a world 
Lurchase of ammunition. anti-air- hat the answer can be made in the a large force ov airplanes of as ad- which force plays an increasingly 
eraft cuns. and all “critical’ items. affirmative on the basis of existing vanced design as any in the world important part. The resulting deci- 
such as rifles. gas masks. and medica) relationships. However, information and that there is trained personne! sion, also revealed by national de- 
supplies, which. could not be obtained concerning the naval building pro- available to fly and to service an fense plans, is that the United States 
quickly in an emergency. Orders will ‘rams of Germany and Ltaly and airplane fleet much larger than that must be prepared to stand up to any 
be placed with a view to gearing in- Japan is meager. When Japan puts actually kept in service threat that may be made in this 
Gustries tor MAsSs production new ships into the Pacific. the United There also is a dercisior to Duild hemisphere 

Personnel. A standing army of States faces the problem of adding .p the forces of reserve Army Officers What the cost of this decision is 


~ 

= PRINCIPAL RATING BATES 

24S 


Map of | 
American Naval Defense 
System 


aa 


. 
AMERICA 


to be will be revealed tentatively by 
r budget plans submitted by President 

Roosevelt in January. Mr. Roosevelt 
aiready has revealed that naval ap- 
propriations which were $551,000,000 
for this year, will rise above $700,- 
000.000 for the new year that begins 
next July 1. A military and naval 
budget of $1.300,000.000 for the next 
vear is not unlikely based upon avail- 
able estimates 


> 


Premium on “Insurance? 
(ost More Than Billion 


Taxpayers will be asked to write 
this cost down to “insurance.” 

President Roosevelt is preparing to 
ated propose that the premium for this 
nsurance come from a special tax 
income levied for the particular 
of national defense 


At the same time the President is 


on 
purpose 


19.000 officers and 180.000 men is de- « 


s.red. Present strength is 12.760 of- to its fleet 

f.cers and 165.000 men ltalv add fu 
With that regular army the War the British 

Department could quickiy throw an if their at 


army of 400,000 into the feild because 
o* the national guard and 
army enlisted reserve 
More funds are likely to be sought 
for the coast artillery, to re-equip 
harbor defenses with the latest weap- 
ons, and for fortifying more strongly 


rven if 


the reguiar ;rodiem is 


more than an equa, number of ships 


When 


ther to their fleets 


are torced to divert 
the Far Fast 


niion 
nome waters 
further complicated 


Safety of the Country 
Ix the Goal in View 


The decision apparently is to keep 


1908 ey Twe Uerree Sraree Newe 


trained in the requi 


Germany and ern warfare. who cor 
orif tolead in the even 
more be built 


or Absence of potent 
military streneth. 


American borders 


the American 


city for a iarge stan 
widespread militar 
scveral how 
been some support 


years, 


the country’s naval bases the American fieet abreast of any de- ing some military 
Will an Army and a Navy of the velopment that might threaten its ‘raining in the Civil 
size projected make the United States position, regardiess of the expense Corps. This idea | 


impregnabie? 


The generals and the admirals, who | The 


decisio 


of that operation 
mn likewise, apparently, | 


vealed by 


present 


partment fur the idea of incorporat- 


The White House 


. ' etudying the other half of the prob- 
. = lem of defense—the half concerned 
sHING CORPORATION with the industrial plant and the 


cements of mod- | dustrial preparedness of the na- 


iid be called upon | 
t an army had to There is need for assurance of an 
adequate supply of electric power, 
‘al enemies. with *dequate and well integrated trans- 
en either of the portation facilities, adequate ship 
removes the neces.  Duilding facilities and adequate in- 


dustrial equipment to serve in the 
event of trouble to back up the Army 
ii the Navy with new arms and 
new munitions 
The British 


ding army or for 
vy training For 
evel Lere jas 
at the War De- 
have found that in 


discipline and § three years of effort they have been 
ian Conservation unable to coordinate their industry 
s not dead effectively wtih the needs of national 
opinion, as re- defense The United States is just 
national defense wow to begin the effort. 
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@ 1939 CHRYSLER ROYAL 


100 Hersepower 119-iInch Wheelbose 
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striking modern 
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HIDDEN RECESSED TRUNK | 
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trunk! Body 
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Y 
POWER, HANDLING EASE, SAFET 
NEW ALL AT ANEW CHRYSLER TOP! 

increased horsepowes - 
Climb Transmission! 
Steering and gear- 
shifting of feather 


touch ease Chrysler's 
hydraulic brakes and 
Satety All Steel Body. 
The most modern /) 
motor car on the road. | 4 


@ 1939 CHRYSLER IMPERIAL 


135 Horsepower 125-inch Wheelbese 
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lhe 


AUTOMOBILE 


SHE SOUNDS BETTER 


Cartoonist Loring in Philadelphia Evening Bulletin 


ICKE 


. 


- 


~~ 


PAINTER’S COLIC 


Cartoonist Talburt for Scripps-Howard Newspapers 


Future of Social Security Act 


“| mp derndlaperage to proposed re- + one thing they argue the exclusion 
vision of the Social Security | of sixteen million workers from the 
Act are pointed out by a large ma- | benefits offered, is a grave error, for 
jority of commenting newspapers, | if these are not fitted into the pen- 
some of which say the new program | sion system, the editors say, they 
would be too difficult for the Treas- _ must eventually be cared for by 
ury to handle, others that the tax- | some other method, making them a 
payers would find the burden too serious future social problem. 


great to carry. In connection with the uncertain- 


ties that the editors attach to the 
expansion of the Social Security 
system, it is recognized that the 
purpose of the Government is to 
head off the various pension 
schemes which have appealed to 
voters, and to give assurance to the 
public that the Government is pre- 
pared to go as far as possible in 
this line on safe methods. 


The revision suggested would | 
have old-age benefits begin in 1940 | 
instead of 1942; would extend the | 
pension system to cover farm | 
workers, household servants and 
other classes not now included, en- 
tailing the addition of some sixteen 
million persons to the rolls; to in- 
crease minimum pension payments; 
and to increase the Federal share 
of the payments. 


Notwithstanding the large fol- 
lowing that such schemes as the 
California proposal have had among 
voters, newspapers in all parts of 
the country refer to such plans as 
pension “delusions.” 


Advocates of such changes, repre- 
senting some 25 per cent of the com- 
menting editors, declare the Act at 
present contains many defects, hav- 
ing been enacted too hurriedly. For 


ARMS PROGRAM: 
WIDE APPROVAL 
BY THE PRESS 


ROPOSED 


preparedness program evokes little criticism 


increase in the Administration 
in commenting newspapers, although some give 
incidental warning that the governing motive 
should be solely one of defense. 


The general view expressed is that American 
public opinion, usually slow to crystallize, has 
decided almost over night that, as a result of 
the Munich Conference, preparedness is an im- 
mediate necessity. Concern is voiced for the 


protection of Latin American countries from 
possible foreign aggression. 

“The world will know no real respite trom 
war until the strength of nations, which want 
peace on honorable terms, is ranged behind law 


and order,” says the New York Times (Dem.). 


“If able to dominate 


Possible Danger other parts of the world,” 


Of Invasion in thinks the Indianapolis 

Latin America (ep.), “these mil 
taristic countries will 


cast envious eyes on the resources of South 
America.” 

“We must look to the speedy creation of an 
invincible defensive military establishment,” 
advises the Miami Daily News (ind.), “but we 
do not need to go into paroxysms of fear over 
the ‘immediate’ danger of a German attack on 
South America.” 

“Although the President and his advisers 
probably will be criticised for the delay in get- 
ting the country's defense equipment into proper 
condition,” comments the Syracuse Herald 
(Ind.), “they obviously felt that they had to wait 
for public support.” 

“The Western Hemisphere is our concern,” in 
the opinion of the Providence Journal (Ind.), 
which is convinced that “the invulnerability of 
the Atlantic and Pacific oceans, regardless of the 
alignment of powers at any time in the future, 
must be maintained.” 


“By girding its loins for defense,” says the 
Cleveland Plain Dealer (Dem.), “the United 
States will be talking in terms the dictators un- 
derstand.” 

“A powerful navy, an adequate army and an 
air force such as the United States only can 
build,” thinks the Louisville Courier-Journal 
(Dem.), “constitute a warning to aggressive 
trouble-making nations.” 

“The United States,” observes the San An- 
tonio Express (Ind.), “at least has remained 
abreast of the times in scientific military prog- 
ress and training methods.” 


“The course of this 
country,” states the New 
York Herald Tribune 
(Rep.), “will be deter- 
mined largely by what 
Americans are thinking and saying, and by the 
attitudes which the European states are mani- 
festing, in these days. Under the circumstances, 
the Nazi propaganda masters are showing them- 
selves as recklessly stupid as Mr. Churchill is 
skillfully brilliant. The American people is to- 
day making up its mind upon many aspects of 
its foreign relations, and the outcome of that 


Public Opinion 
As It Shapes 
Nation’s Course 


process is likely to prove of critical importance 


to the world.” 

“A lesson to be learned is that the United 
States does not guarantee the preservation of 
democracy in Europe,” according to the Chicago 
Tribune (Rep.). 


and (on Gf * 


HI HO, HI HO, AS OFF TO WORK WE GO! 


Cartoonist Duffy in Baltimore Sun 


- 


REMEMBER MUNICH!—BARUCH 


Cartoonist Crawford in Newark Evening News 


HARRY, YOUVE 
TO MAKE. THAT LAST 
FOR EIGHT MONTHS ! 


TIGHT ! 


Cartoonist Clifford Berryman in Washington Star 


GEE,POP, Youre 
GETTIN’ AWFUL 


Prospect of Business Expansion 


DITORIAL comments on the * sharing with motors the strength 


industrial situation all indicate needed to give an impetus to busi- 


| expectation of a winter of steady _ness. 

| gains. It is pointed out that im- Attention is focussed in most 

_ provement is reported in both steel commenting newspapers on the 

_ and motors. Statistics covering business gains expected in the 
two years show that employment closing months of this year. Some 


and wages in the automobile indus- 


| editors predict the figures for the 
| try have held to favorable levels 


second half-year will show an ex- 
pansion greater than had been en- 
joyed in a decade. Some believe 
the close of the political campaign 
will be followed by an upward 
swing and many declare the pros- 
pect of a period of world peace will 
prove a great encouragement to the 
business world. 

Many editors profess to see much 
encouragement in the fact that the 
current upturn in business has stim- 
ulated investment in every direc- 
tion that offers reasonable returns, 
despite the uncertain outlook in the 
is seen in the newspaper reports, railroad and utility fields. Reluce 
and with employment on the up- tance of capital in the years 1933 
grade, including higher pay, thus | and 1937 is contrasted. 


this year. 


It is estimated by some financial 
writers that there is now approach- 
| ing a new buying wave in the motor 
| industry, and reports from several 
large auto companies give the in- 
formation that more persons are 
being employed and that wages 
have been restored. There is evi- 
dence of encouragement from the 
prospect of less labor disturbance 
in motors than has been experienced 
in recent years. 
The dominant influence of steel 
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Jaensqratas NEW BATTLE LINES 
FOR THE COMING ELECTIONS 


time in June most 
Congress “pointed 
viewed with alarm” 
LIssucs 


had 


T homegoing 
members of 
with pride” ofr 
in much the expected styie 
for the election presumadly 
been drawn. The Senators 
Representatives who were ambitious 
to return to Washington knew their 
lines: and that was that 


and 


But. to the surprise of Many and 
the chagrin of some, campaign prod- 
lems have been complicated by new 
factors in the intervening months 
With the approach of the showdown 
at the polls on Nov. &, it Secormies 
clearer that the siluauwon al- 
tered appreciably since June 

Questions of agricultural po.ic) of 
old age pensions and the 
New Deal objectives are being posed 
in different terms. A glance al wie 
record indicates the degree of change 

The Administration is more 
more on the defensive abou! 
soundness of the AAA. Altacks on 
that agency have intensified with 
the declines in farm prices 


nature ol 


and 


Lie 


Secretary Wallace upholds the sur- 
plus control plans both as a bulwark 
for future prices and against fascist 
inclinations he attributes to Repubd- 


licans. Leaders of the G. O P. de- 
nounce the AAA as fascisiic and a 
failure. Newspaper polis in some ag- 


ricultural areas report growing Re- 
publican sentimen' 


Two Posers: Farm Aid 
And Old-Age Pensions 


The Administration has put loria 
a new suggestion for boosting farm 
income. Why not sell some surpius 
products at below-market prices Lo 
the poor? The “on the fence” cam- 
paigner wonders whether he should 
go along with those who praise 
the idea or those who denounce it 
as an approach to Sslale so ialism. 

Demands for quick and liberal old- 
age pensions have faced some cam- 
paigners with a decision they find 
hard to make. Nol a few Democraus 
who hoped the Social Security Act 
would be a final answer have been 
disappointed. While some Repud- 
licans think the Act goes too fa! 
other Republicans advocate more 
than the Act provides 

A glance at some of the other new 
factors being talked about in the last 
fortnight of campaigning 

The “Purge” President 
velt demonstrated in unprecedented 
fashion his desire to retain firm 
leadership of the Democratic Party 
Was it with an eye to 1940? 

Secking the defeat of some ant- 
New Dea! Senators for renominatien, 
the President also said he would 
rather see “liberal” Republicans 
elected over “conservative” Demo- 
crats. The Gallup poll showed a de- 
cline in his popularity at that point. 

Peace Appeal — Messages by Presi- 
dent Roosevelt to European leaders 
when war or peace was in the balance 
brought wide acclaim. Leading Re- 
publicans paid him tribute. The Gal- 
lup poll reported a sharp increase in 
Roosevelt popularity 

Government-Business Cooperation 
— The White House “spokesman” 
asked for an end of “economic saber- 
rattling” by business. Industria! lead- 
ers replied there was none. Repub- 
licans called the “spokesman” state- 


The Public Debt: 
Two Views Taken 
Politically 


public debt—now $38.422,000.- 
000—is the object of attack and 
defense in the current political cam- 
paigns as in the last three election 


years. 

As viewed by former President 
Hoover, the debt is a potential threat 
to democratic institutions. Secretary 
Wallace contends that the total debt 
position of the country is sounder 
than before the New Dea! 

Their conflicting opinions were 
cvidenced last week in campaign 
speeches 

“In thei mildest form,” said Mr. 
Hoover, speaking in Connecticut 


“debt and taxes are a limitation 
the freedom of men. For then men 
must work for the Government and 
not for themselves.” 

The only three ways lo meet 
unpaid bills of Government, he 
eq, are more taxation, more 
devaluation and inflatio! 

“Those are the dangers of proflig 
ale spending,” he declared. 

Secretary Wallace, addressing a 
rally in Iowa, said: 

“If private debt had increased in 
the same proportion as the Federal! 
debt since 1929 we might well be 


ciaeq 


Roose- 


alarmed. But the total debt position | 
cf the United States is far sounder | 


than in 1929. It would seem that 
private money is gettgng ready to flbw 
again ...An ever-normal] debt policy 
4S aS important to this country as is 
an ever-norma! granary.” 


ment a pre-cieClion MmMancuvel 
Power Policy The President or- 
Gered studies which may result in a 
modification of New Deal power pol- 
ic ies 1a ve Deen criticized as 


The political campaigns 


The story in October is 
d:fterent from June. 

Why? 

reasons. 


Electric Bond an 


take new directions in many 
Congressional districts. 


Here are some 


ivate 


aim 


| 


invcsiment 
one of the 


de- 


in 


iO! 


¢ compliance with the Holding Com- 


pany Act 

Armaments — The President took 
a Stand for increased Navy and Army 
appropriations, to enable this coun- 
try indisputably to defend its borders. 


policies and interests. Again. the 
reaction crossed party lines 
Recovery — Business conditions 


became much more promising than 
in June. While Republicans talked 
ol a “Roosevelt depression.” New 
Deal Democrats said industrial in- 
dices pointed to “another Roosevelt 
recovery.” 

Except for the “purge” and old age 
pension developments. al] the 
others have occurred within the past 
few weeks. Events have been turning 
over 50 rapidly, in fact, that cam- 
paigners report they hardly know 
from one day to the next what they 


of 


voluntary ' will be asked about by voters. 


~—Harris & Ewing 
CONGRESS’ “EARLY BIRD” 
Representative Sam Rayburn, Ma- 
jority Leader of the House, holds 


an informal press conference on 

the Capitol steps. Mr. Rayburn 

will set to work at once to prepare 
New Deal legislation. 


THE NEW YORK STATE CAMPAIGN: 


WHAT IT MAY FORECAST FOR 1940 


NE particular political campaign « dential nomination if he 


is getting more attention than 
almost any other from both Demo- 
cratic and Republican leaders. Just 
gathering momentum, that campaign 
is for the Governorship of New York 

The reason for special interest is 
that the result may have far reach- 
ing implications for the presidential! 
campaign two years hence. What 
happens on Nov. 8 in New York might 
affect the selection of presidential! 


nominees and the character of the 
platforms adopted in 1940 

On the one side stands Herber' 
Lehman, 60-year-old former banke! 
| Governor for the last six years. a 
| Democrat who is not ReNnCTALY Te- 


garded as a dyed-in-the-wool New 
Dealer. 

On the other is Thomas E. Dewey 
36-year-old “racket buster.” who u 
mentioned for the Republican presi- 


ins 
Governorship 


To date, the campaigns of 
have been based 


State but political 


both 


candidates almost 
wholly on issues 


weacders have drawn certain conclu- 


Wi arti 


ude both candidates 
wake on national questions from gen- 


Ctai Siatemenis made by them and 


aiso Dy Treading between the lines of 


iheir various announcements 
Governor 


frained 


Lehman 


from 


so far has re- 
New Deal 
Policies ine Governor 
on Oct. 20 emphasized his balancing 
of the budget in New York State was 
noticed. There had been reports that 
he opposed Federal fiscal policy as 
much as he opposed the bill to en- 
large the Supreme Court. 

District Attorney Dewey has indi- 


indorsing 


rhe fact 


| cated he finds more faults with the 


tne 


| rules will be tomorrow.” 


administration of New Deal 
with the laws themselves. 
he Federal administration has 
too often fumbled near the goal,” 
he said on Oct. 20. 


The District Attorney has accused 


laws 


ths 
bilan 


the New Deal of scaring investors 
and business men, saying, “No busi- 
today what the 
He did not 
advocate the repeal of any New Deal 
law. A middle-of-the-road position 
has been taken by him on questions 
of general policy. 

A topic among the politicians now 
is whether either Governor Lehman 
or District Attorney Dewey will be- 
come more specific about Roosevelt 
enactments and policies before the 
campaign ends. The consensus is 


ness man knows 


, that both will continue to stress 
' State issues. 


CHEVROL 
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Here’s Big News! 


ALL CHEVROLET 


PRICES REDUCED 


some models as much as 


Come in today. See this marvelous new 
Chevrolet for 1939 - - The highest quality 
motor car ever offered in the entire 
history of low-cost motoring «+ with all 
these sensational new features making 
it the outstanding car for all-round 
satisfaction as well as the biggest buy 
in motordom. SEE IT—DRIVE IT—TODAY! 


BUY A CHEVROLET AND BE SATISFIED. 


“CHEVROLET'S THE CHOICE 


| 


Again More Quality 


SEE YOUR 


LOCAL 


ROLET/ 
CHEVROLET. 


| 
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THE WAGE-HOUR LAW IN EFFECT: WHAT IT MEANS TO BUSINESS 


* point, Mr 
tive Dulletin said: 


LEVEN dollars for a forty-four 
hour week now is the minimum 
wage to be paid in this country for 
workers producing goods for inter- 
state commerce 
Employers paying less than twenty- 
five cents an hour during the present 
week are violating Federal law. 
Likewise any employer, who now 
ships into interstate commerce any 
goods in the production of which the 


labor of a worker under sixteen years | 


of age has entered during the Jast 
thirty days is violating Federal law. 


In other words, on Oct. 24 at noon | 


Wages and hours again 
Rules thot now 
What 


regulated. 
apply to employers. 
the new law requires. 


this country’s new law, limiting hours 
ot work. fixing minmium wages and 
barring child labor, became fully 
effective 

A million employers and eleven 


million workers are found by the Ad- | 
ministrator of the Fair Labor Stand- | 


ards Act of 1938 to have an interest 
in this fact 


The estimate is that wages of 750.- 


000 workers will be raised immedi- | 


ately as a result of enforcement of 
the Act and that about one and one- 


half million workers will have their 


hours of work shortened. Approxi- 
mately 200,000 workers under 16 years 
of age it is expected, will be dis- 
placed 


The Effect of the Law 
Upon Clerical Workers 


Every employer of labor has ques- 
tions to ask. Elmer F. Andrews, Ad- 
ministrator of the Wage and Hour 
portion of the Act, has sought in for- 
mal] orders and interpretations, and 
in statements to emplovers, to answer 
those questions 

The answers, as provided by Mi 
Andrews. cover a wide rang 

Most widespread employer interes! 
is in the requirement that Uume-and- 
one-half must be paid hereafter fol 
work in excess of lorty-four hours in 
one week in affected industries 

Is this a sweeping requirement thal 
covers workers earning more than 
25 cents an hour as well as those 
earning less? Are office workers by 
the millions to be affected? 

Mr. Andrews on that point first 
Said: 

“Clerical forces, we all feel, are in- 
cluded in the Act. But I cannot see 
where there is to be any practical 
difficulty there because a clerical 
force in any plant of any consequence 
certainly is earning on a basis of 
more than 25 cents an hour, weekly 
wages divided by the hours they 
work 

“If they are well above 25 cents 
an hour, it seems to me that there 
would not be much question about 
time and one-half for over-time, be- 
cause you could figure in that weekly 
wage that time and a half over the 
forty-four hours had been given con- 
sideration as remuneration for their 
full week's work.” 

This statement appeared to mean 
that if a company has no agreeemnt 
with a union to pay a fixed hourly 
Wage, and if it has been paying a 
weekly wage not specifically based 
upon an hourly basis, the way is 
open to contend that wages paid 
above the $11 minimum are to be 
counted as payment at time and one- 
half rates for any time worked above 
44 hours a week. On this basis a 
$17 weekly wage could support a 60- 
hour week. 

In a later bulletin, Mr. Andrews 
ruled: “Time and a half overtime 
compensation means one and one- 
half times the regular hourly rate 
of pay.” 

The Administrator also held that 
any employer reducing hourly rates 
in anticipation of a rush of business 
would be guilty of subterfuge. But 
where there previously were no fixed 
hourly rates of pay in the weekly 
wage of clerical workers or where an 
employer reduces hourly rates for the 
future with the intent of working the 
Same number of hours of overtime 
as in the past, the Administrator is 
indefinite. 

“It is not safe to assume that Sec- 
tion 18 is meaningless,” Mr. Andrews 
Said. Section 18 says that no em- 


ployer is justified in reducing wages | 
What that | 


above the mintmum. 
means is for the courts to determine. 
but officials privately say that in 
jobs involving weekly wages there 
apparently is a loop-hole in the law 
as it affects hours of work 


“Interstate Commerce”: 
The Dividing Line 
Just what is the dividing line to be 


between employes affected by the 
Act and those not affected. On that 


It is evident that, apart from cer- 
tain specific exemptions, Congress 
intended the widest possible applica- 
tion of its regulatory power over in- 
terstate commerce; and the Admin- 
istrator, in interpreting the statute 
for the purpose of performing his 
administrative duties, should properly 
lean toward a broad interpretation 
of the key words, ‘engaged in com- 
merce or in the production of goods 
for commerce.” 

Then the Administrator added: 

The first category of workers in- 
cluded,—those ‘engaged in (inter- 
State!’ commerce’ applies, typicaliy 


Andrews in an interpre- ¢ tablishment 


~ 


& 
ae 
a 


- 


nized department thereof, in which 
he is employed, and who customarily 
and regularly directs the work of 
other employes therein, and who has 
the authority to hire and fire other 
employes or whose suggestions and 
recommendations as to the hiring 
and firing and as to the advance- 
ment and promotion or any other 
change of status of other employes 
will be given particular weight, and 
who customarily and regularly ex- 
ercises discretionary powers, and 
who does no substantial amount of 


work of the same nature as that | 


performed by non-exempt employes 
of the employer, and who is compen- 


> 


= 
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OFFICIALLY—"“OPEN FOR BUSINESS” 
HE wage-hour law going into effect this week finds the admin- 
istrators of the program one of the busiest set of officials in 


Washington. Left to right: 


Arthur L. Fletcher, Assistant Ad- 


ministrator: Elmer F. Andrews, Administrator: and Paul Sifton, 
Deputy Administrator. 


but not exclusively, to employes in ¢ sated for his services at not less than 


the telephone, telegraph, radio ana 


transportation industries, since those | 


industries serve as the actual instru- 


mentalities and channels of inter- | 


state commerce. 


“The second category of workers | 
those engaged ‘in the pro- | 


included 
duction of goods for interstaie com- 
merce,’ applies, typically Dut not ex- 
clusively, to that large group of em- 
ployes engaged in manufacturing, 
processing, or distributing plants. a 
part of whose goods move im com- 
merce out of the State in which the 
pliant ls located. 


“The benefits of the statute are ex- | 


tended to such employes as main- 
workers, watchmen, clerks, 
messengers, all of 
whom must be considered as cngaged 
in proceses or occupuauons ‘neces- 
sary to the production’ of goods. En- 
Llerprises cannot operate without em- 
ployes of these kinds. If they were 
not ‘necessary to the production’ of 
the goods they would not be on the 
payroll.” 

But 

“The Act does not cover plants 
where the employes work on raw 
materials derived from within the 
State and where none of the product 
of the plant moves in 
commerce.” 


Lenance 


What the Law Intends 


For Piece Work Employes 
Also 
“Employes otherwise coming within 
the terms of the Act are entitied to 
iis benefits whether they perform 
their work at home, in the factory, 
or elsewhere 


“The Act is not limited to employes 
working on an hourly wage. The re- 
quirement as to Minimum wages is 
that the employes must be paid at 
the rate of not less than 25 cenls an 
hour. This does not mean that em- 
ployes cannot be paid on a piece work 
basis after Oct. 24; it merely means 
that, whatever the basis on which 
the workers are paid, whether it be 
monthly, weekly, or on a plece-work 


basis, they must receive at least the © 


equivalent of the minimum hourly 
rate.” 

What constitutes a wage is the 
subject of other official interpreta- 
Lions 

Currency or checks payable at par 
are the medium on which minimum 
wages will be heard. Scrip is held 
not to constitute wages, except that 
if scrip is used to buy goods, the 
actual cost to the employer of goods 
may be held to be Wages. 

An employer may not enjoy a profit 
from deductions made from wages 
for board, lodging or other facilities 
furnished employes as part of their 
compensation 

The new law provides an exemption 
from the wage and hour controls for 
“any employe employed in a bona 
fide executive, administrative, pro- 


fessional, or local retailing capacity, | 


or in the capacity of outside sales- 


| man.” 


Official Definition 
Of the Exempt Classes 


That raises the question 
these exempt classifications to be de- 
fined? The answer is contained in 
the following definitions prepared by 
Administrator Andrews 

“EXECUTIVE AND ADMINISTRA- 
TIVE: 

“The term employe employed in a 
bona fide executive and administra- 
tive .... capacity” in the Act shali 


| mean any employe whose primary 


| duty is the management of the es- 


interstate 


How are 
ministrator to employ 


$30 ‘exclusive of board, lodging or 
other facilities) for a workweek. 


“PROFESSIONAL: 
| “The term ‘employe employed in 
a bona fide... professional... . ca- 


pacity’ shall mean any employe 
‘a’ who is customarily and regu- 


| larly engaged in work 


‘l) predominantly intellectual 
and varied in character as opposed 
to routine mental, manual, me- 
chanical or physical work, and 


(2) requiring the consistent ex- 
ercise of discretion and judgment 
both as to the manner and time 
of performance, as opposed to work 
subject to active direction and sup- 
ervision, and 
(3) of such character that the 
output produced or the result ac- 
complished cannot be standard- 
ized in relation to a given period 
of time, and 
(4) based upon educational] train- 
ing in a specially organized body of 
knowledge as distinguished from a 
general academic education and 
from an apprenticeship and from 
training in the performance of 
routine mental, manual, mechan- 
ical or physical processes in ac- 
cordance with a previously indi- 
cated or standardized formula, 
plan or procedure, and 
“(b) who does no substantial 
amount of work of the same nature 
aS that performed by non-exempt 
employes of the employer. 

“LOCAL RETAILING CAPACITY: 

“The term ‘employe employed in 
a bona fide... . local retailing capac- 
ity’ shall mean any employe who 
customarily and regularly is engaged 
in making retail sales the greater 
part of which are in intrastate com- 
merce, or who performs work im- 
mediately incidental thereto, such 
as the wrapping or delivery of pack- 
ages, and who does no substantial 
amount of work of the same nature 
as that performed by non-exempt 
employes of the employer. 


“OUTSIDE SALESMAN: 


“The term ‘employe employed... . 
in the capacity of outside salesman’ 
Shall mean any employe who cus- 
tomarily and regularly performs his 
work away from his employer's place 
or places of business, who is cus- 
tomarily and regularly engaged in 
making sales as defined in Section 
3i(k) of the Act and who does no 
substantial amount of work of the 
same nature as that performed by 
non-exempt employes of the em- 
ployer. For the purposes of this defi- 
nition, recurrent routine deliveries, 
whether or not prior orders are 
placed by the purchasers, and col- 
lections, shal! not be considered 
sales.” 


Regulations to Govern 
Wages of Apprentices 

In the Act, also, are qualified ex- 
emptions from the wage and hour re- 
quirements for apprentices, learners, 
handicapped persons and messen- 
gers. 

Regulations formulated by Admin- 
istrator Andrews provide that appli- 
cations must be made to the Ad- 
these types 
of workers on more lenient condi- 
tions provided by the law. But Mr. 
Andrews finds that it will be phys- 
cally impossible in the period just 
ahead to issue certificates for em- 
ployment inasmuch as applications 
must be investigated and approved 

In the case of messengers a hearing 
has been held to obtain the facts 


on which exemptions may be based. 


, or a customarily recog- * 


The United States News 


In the case of apprentices, pending ¢ have been employed on 


action On application by employers 


_ for exemptions, a supplementary reg- 


ulation has been issued providing 
that until Feb. 1, 1939, apprentices 
may be employed at rates less than 
the minimum, provided employers 
limit their classification of appren- 


| tices to the definition of the Admin- 


istrator. 

To him an apprentice is “a person 
at least 16 years of age who is cov- 
ered by a written agreement with 
an employer, or with an association 
of employers, which has been ap- 
proved by the State Apprenticeship 


| Council or other established author- 


ity of the State or, if none such 
exists, by the Federal Committee on 
Apprenticeships, and provides for 
not less than 4,000 hours of reason- 
ably continuous employment for such 
person, for his participation in an 
approved schedule or work experi- 
ence through employment, and at 
least 144 hours per year of related 
supplemental instruction.” 


This is felt by the Administrator 
not to open much lee-way of escape 
from the Act by calling all workers 
apprentices. 


Handicapped Persons; 


Pay and Employment 
On the subject of handicapped 


persons a temporary exemption to | 
Feb. 1, 1939, also is made subject to | 


rigid conditions. Those conditions 
are as follows: 

l. The earning capacity of the 
employe for a particular person must 
be substantially impaired by age or 
physical or mental deficiency or in- 
jury. 

2. The handicapped worker must 


17, 1938. at a rate less than the of its workers over 40 years of age 
minimum of 25 cents an hour 
In no event shall the wage 
paid to the handicapped person be nied 
at a rate less than 75 per cent of 
the normal minimum of 25 cents 


handicapped 
capped worker must have been em- 
ployed at that date at a rate less 
the rate paid to non-handi- | 
capped workers 

Andrews said that one com- 


October 24, 1938 


or before ¢ pany asked for an exemption of all ¢ to class these workers as 


so ne could continue 


on the ground that they were handi- 
capped. The application was de- 
Under NRA wide loopholes 


nan 29 Al 


exemptions for learners and handi- 
capped persons with the result tha’ 


ratne! 


the employer had in his 


employ on Oct. 17, 1938, any non-_ strict regulations now are to be ap- cCcapactiy Duliding inventories so they 
workers. the handi- plied could ciose Oct. 24. blaming the La- 


Administrator Andrews finds that Dor Standards Act 
only a few employers are adopting a T 
non-cooperative attitude. He named 
one employer. paving workers be- 
tween $3 and $8 a week, who wanted 


excepuons,. Will 


experiment 


G 


It takes only a second to 
say Johnnie Walker... 
but it gies ye hours and 


hours of enjoyment! 


4 


BORN .. 


It’s sensible to stick with 


JOHNNIE WALKER 


BLENDED SCOTCH WHISKY 


CANADA DRY GINGER ALE, INC, NEW YORK, N.Y. SOLE DISTRIBUTOR 


V ew of Anaconda Reduction Dorks, Anaconda, Montane 


HE PIONEERS who patiently sought the mineral treasures 
of the West and the men who, with them, opened up 
the mines, provided the capital and helped get the finished 

product to market truly had the faith needed to move mountains. 


Of such were the men who developed the great Anaconda Mines 
at Butte. Opened in 1880, the project called for all the energy, cour- 
age and resourcefulness that vision and initiative could summon. 


A prodigious task, this, in a wild region that had echoed to the 
war whoops of Sitting Bull's Sioux only four years before the mines 
were opened. But those pioneers, looking always to the future, 
knew that the mountains of ore which they labored to move would 
be needed by our fast expanding country; they foresaw that the new- 
born electrical age would need an abundant supply of cheap copper, 
if its benefhts were to accrue to the greatest possible number. 


In the years since then, the Butte mines have yielded over 11 billion 


pounds of copper, or more than one-fifth of all the red metal ever 
produced in the United States. 


A Basic Industry 


“Copper” is one of those basic industries through whose develop- 
ment America has prospered greatly. Farflung as is the copper in- 
dustry today, much is yet to come. Through research and constantly 
improving methods, ‘the red metal” will contribute in still larger 
degree to an ever-higher standard of living. 


ANACONDA COPPER MINING COMPANY 


25 Broadway 


New York 


i hour. Another em- 
ployer paying 6.000 workers 22 cents 
labor requirements were opened by 4" our threatened to close his plant 
than pay 25 cents. Some other 
employers. he said. worked plants at 


ese. the Administrator said, were 
h most employers 
operating at the start of a revived 
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+ GROUP MEDICINE: A TEST UNDER WAY + 


SHALL a change be made in meth- ¢ care and consequentiy do not receive * tional Capital where 


ods of medica! care in this coun- 
try which, in its final conseqrences. 
May be as important to medicine as 
the industrial revolution of the 19tn 
century was to industry? 

Or, in other words, should a sys- 
tem of contractual relationship bde- 
tween physicians and patients 
whereby an individual or family can 
provide for medical care by a fixed 
schedule of payments, be substituted 
for the traditional personal relation- 
ship between physician and patient 
which always has been considered 
basic to medical practice? 

Just now this issue. of tremendous 
importance to the welfare of millions 
of Americans, heads up in an un- 
precedented grand jury investigation 
begun last week in Washington by 
the Department of Justice 

Thurman W. Arnold. Assistant 
torney General of the Department of 
Justice in charge of anti-trust prose- 
cutions, is presenting evidence to the 
grand jury in an effort to obtain a 
criminal indictment against the 
American Medical Association—¢sti- 


they can be ® 
it when they are in need of it closely watched by interested gov- 
Moreover, the evidence is accepted ernmenta! agencies, the experiment 
as conclusive that a large portion of has been regarded as of special sig- | 
the solid middie class, too self-re- nificance 
specting to seek the help of the free 
ciinics open to the needy. often re- 
ceives inadequate care and is im- 


Consequently. when the G. H. A 
activities were attacked by organized 
medicine, the officials of the agency 
poverished by iliness were successful in obtaining the help 

But direct Federal intervention in = of the Depertment of Justice | 
medical practices was undreamed of | 
until last year when a group of em- Basis of Charge of | 


ployes in the Home Owners’ Loan Anti-trust Violation 


| The Department charges that the 
District Medical Society's expulsion 
| Group medicine moves > threatened expulsion of physicians 
employed or consulted by the G. H 
into the grand jury room to A. and its activities to keep G. H. A 
test its right to develop un- | physicians from use of regular hos- 

pital facilities constitute violation of 
the anti-trust laws Such opera- 
tions, the Department alleges, pre- 
vent legitimate competition in the 
| sale of medical services and are just 


hampered. 


Out of the action come 


hints of a new era in medi- oO m 7 

4% Liegal as Monopolstic practices 

| preventing free competition in sale 
| Of commodities 

forts to improve the na- | 

P | For its part the A. M. A. contends lumbta 

that the Department of Justice ac 


cine — of cooperative ef- 


tional health, perhaps sup- 


trust cases, directs the Government's 
activities against the District of Co- 


have attempted illegal blocking of 


curity Administration heaith associa 

tions in 25 States. is aiding the new 
system of medical care 

The House of Delegates of the A 
M. A. went on record at its meeting 
in favor of governmental appropria- 
tions for medical care provided tne 
medical profession is given a part in 
directing the expenditures and em- 
phatically criticized proposals for a 
Federal compulsory health insurance 
set-up 

For the immediate future the mat- 
ter of most concern is the outcome 
of the grand jury investigation which 
will determine whether the Wash- 
ington G. H. A. is to be permitt Lo 
serve as a sort of guinea pig to de- 
termine the fcasibility of medica! co- 
operatives and whether similar co- 
operatives are to be permitted to 
cevelop elsewhere 


Ha . & Ewing 
MONOPOLY ON HEALTH? 
Thurman W. Arnold, Assistant At- 
torney General 


im charge of anti- 


Society. alleged to 


ROUN 
$150 up D TRIP 


ADVERTISEMENT ADVERTISEMENT 


ANYBODY CAN BE HIS OWN TRAFFIC COP 


when there has been installed one of these traffic lights for 
people on foot or horseback. When the pedestrian wants 
to cross the street, he merely presses a button and then 
waits for the green light. And we imagine in so doing, his 
superiority complex is stepped up a notch or two as huge 


mated to represent two-thirds of the planting the present medi- | tion put medical care on the basis the functions of = health > the = ns trucks come toa halt . . . because he ordered them to. 
physicians in the United States of a “commodity” and destroys the awww uly with and 
and the District of Columbia Medica! cal system. | personal relationship round 
What will be the out | willed by America's + + “YOU DROWN WHEN THERE'S A BLOW-OUT” 
} ssocia- siruci incenti ene sublic health «er. Mics own . 
| come? competitive private practice wou and improve Hospital facilities Round the observation old ballad that pokes 
on : | | held back the advance of medical En fun at the idea of automobiles in Venice, Italy. But how 
medical cooperative | | sctenes Federal Medico! Aid : many people are aware that, with only 150 yards of actual 
Plight of Millions The A. M. A. last month, for the For Need p highway in that city, motorists park their cars in the 
, Corporation. the agency set up in | third time in its 9l-year histor) oF Neeey In rospect largest of European garages? It can house 2500 cars and is 
Lacking Adequate Care Washington to refinance mortgages | called a special session of its policy- As a result of the Conference and constructed with a circular ramp. 
For many years it has been recog- of distressed home owners. started a | forming House of Delegates to con- recent Fe dies sie 
nized that a vast proportion of the Grive to organize a medica!) coopera- s.der the issues raised by the threa! crea . wogra Fedcra! 
population gets inadequate medical tive, the Group Health Association. of governmental interference in the medica iy be + *+ + A “COURTESY” TRAFFIC TAG isanew one. but 
care. Latest evidence was drought In¢ practice of medicine propose ext ats f Con that’s just what has been proposed for the San Francisco Ex- 
out by recent governmental studies Because all the G. H. A.’'s 2,500 Among the recent proposals was ari position next \ear. It does not mean arrest, but it does suggest 
showing that 40,000,000 persons in members are Fede.al employes work. the program submitied at the Na- Aircady. in additi to its lire that the offender has “innocently” violated some provision of 
this country, with .ncomes of less ing under similar conditions and be- tional Health Conference about ‘hree ipport of the G HA ° Federal! the city’s traffic laws and hopes he won't do it again. With a 
than $800. cannot pay for medical cause its cperations are in the Na- months ago suggesting funds Dpto Gove rie OY DaCKING Farm Se 


“good-bye and good luck!” it cordially invites him to come back 
sometime. 


— 


+ + * LOOKING FOR FOOD, a Chicagoan spends his life travel- 
ing about the country. for he is considered the messiah of traveling 
gourmets. He covers 60.000 miles a year in his car and downs nearly 
1,100 meals annually without having developed a paunch. He main- 
‘ | tains a service from his Chicago home, with from three to five girls 
pe helping him answer letters. And he has at least 200 volunteer “field 
“4 workers” who constantly send him tips about new dishes during their 
travels. The purpose of these perambulations in quest of pabulum is 
8 to incorporate new recipes in a little red book he publishes with 


~ 


SZ 


STYLE LEADER FOR 1939 


revised annual editions. 


* * * AMONG ODD HOBBIES. one of the oddest is col- 
lecting the multifarious sales tax tokens, stamps and slips which 
are passed out in the various states. At that, it's probably 
lucky that such reminders don't come with the payment of ai! 
taxes. Because, if they did, the oil companies would get 205 at 
a crack. That's how many taxes they pay on gasoline from 
well to gas pump. Petroleum is the heaviest taxed of all the 
basic industries. Last vear. for the first time, the Standard Oil 
Company (N.J.) paid out more in taxes than in wages! And 
apparentiy the trend is up instead of down. How about it, 
SENATOR? 


THEY'RE LAYING OFF MULES 
in Lake Providence. La., for the introduction of tractors 
has mechanized a large plantation down there. There is 
no doubt that this step was taken in the interests of effi- 
ciency ... but there isn't the same satisfaction in cussing a 
stalled tractor, somehow. 


* * © THE NON-STARTLING AUTO HORN is the lat- 
est safety step suggested by a Brooklyn druggist. He did not out- 
line exactly how the auto horn would “non-startle.” but it is unlikely 
| that the market wil) be glutted with sirens that merely “Psssst!” 


| + + + A LAW-DEFYING BLACKBIRD is public enemy No. 1 
| out in Sierra Madre. Calif He picks on only police jobs when he 
has the urge to peck all the paint off shining new cars. The 
judge and chief of police in Sierra Madre are considering cither 
camouflage or a 1920 sedan from which to stalk the miscreant. 


* ¢ * APPEALING TO PARENTS to teach their children 
’ the safety rules of the street, the New York State Motor Vehicle 
Commissioner also reminds motorists that they, too. should do their 
eee share. Very often a little child crossing the street is living mentally 
ad in another world ... so it behooves motorists to try to keep them 
in this world. 


Three years ago the Lincoln Motor Company 
announced a car new in idea, appearance and per- 
formance —the 12-cylinder Lincoln-Zephyr. The 
public had not seen an automobile like it before. 
. ++ The Lincoln-Zephyr for 1939 is still a new car. 
It is improved and refined. But the fundamental 
design which ushered ina new era of styling remains! 


rigid unit combining lightness and great strength. 


+ +  TATTLING TOY BALLOONS were used in a sur- 
vey conducted by the Traffic Safety Institute of North- 
western University. Two thousand motorists were halted 
night and day at all hours and each was requested to in- 
| flate a toy balloon to provide a sample of his breath for a 

laboratory test. It was revealed that between three and 
four o'clock on Sunday mornings produced a high average 

alcoholic breath. As far as is known, no attempt was 
| made to track down traces of onion odors and kindred fra- 
grances, but Sunday A. M. between 3 and 1 o'clock seems 
a natural for hamburgers. 


A 12-cylinder engine in any medium-price car is BENZATN ITS OUTWAR® BEAUTY 
unusual, The Lincoln-Zephyr V-type |2-cylinder 
engine has established its own standards of power, 
emoothness, flexibility. Its amazing record of 14 
to 18 miles per gallon will still be causing comment 
when 1939 is over! 


This year, the Lincoln-Zephyr has hydraulic 
brakes. They offer smooth, gentle stops under all 
conditions. ... New this year, too, is the complete 


This vear's Lincoln-Zephyr is more beautiful than 
ever before. Radiator grilles, set low, now sweep 
back vertically. Louvers are concealed. The sloping 
rear deck, keynote of Lincoln-Zephyr design, seems 
handsomer than ever. Here is the truly modern car! 


A combinetion of features thet 
mokes it the only cor of its kind, 


|. Unit-body-and-frame—stee! ponels 


rubber-insulation of springs, axle assemblies and welded te stea! tresses | 


engine from the body-frame. Even greater quietness 


V-type l2-cylinder engine — 


But style alone does not make a motor car. What smooth, quiet power. 


underlies the Lincoln-Zephyr's streamlined beauty ? 
Many other distinctive features establish this de- 
cisively as a car apart... the brilliant performance, 
the trussed construction, the economy of operation. 

For beneath this outward beauty, in all closed 
types, is a framework of steel trusses — the famous 
“arch-bridge” construction. Body and frame are a 


results in a car already quict. . . . Interiors have 


* * * HERE’S A BEACH HINT PICKED UP THIS 
SUMMER, useful for the Florida-bound. If your car has 
no curtains, and you want to change clothes in it, the same 
effect can be secured by the use of household cleanser and 
a damp cloth on the windows. And the cleanser is as easily 
removed as the clothes. 


been redesigned. Many new refineme 
£ ony re fine me nis are in 3. 14 to 18 miles to the gallon. 
evidence. Seats, again, have chair-height comfort. 


age High power-to-weight ratio — low | 
Today more than 60,000 enthusiastic people own center of gravity. 


the Lincoln-Zephyr. The car for 1939 will continue 5. Comfort for six— passengers 


to bring new joy —to give value beyond its medium “amidships” — high visibility. — | 


price. Six body types, including two convertibles, Hydraulic brakes. | 
Sedan and Coupe. 


> 


* + + THE STEERING COLUMN is an idea exchange. 
Please feel free to barter thoughts with us. If you havea 
good story or a road safety idea in mind... why not get 
it in the mail to us right now? Address Northrop Clarey, 
Standard Oil Company (N. J.), 30 Rockefeller Plaza, New 
York City. 


NOW ON DISPLAY IN THE SHOWROOMS OF LINCOLN-ZEPHYR DEALERS 


Lincoln Motor Company—Division of Ford Motor Company, Builders of Ford, Mercury, Lincoln-Zephyr and Lincoln Motor Cars | 
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the United States News 


Week: GROWING SIGNS PEACE 


S. PATENT OFTICT 


REGISTRATION APPLIED FOR U 
+ sistent advocates of uniting the CIO ¢ 
* | and AFL, and observers feel it sig- 
J nificant that Miss Perkins summoned 
Mr. Dubinsky to her office and later 
through a telephone call to Mr. 


The Lab 


» of his toil. But what is said of profits , striker not given a job or placed on + perts 
is not true of deficits. The two are a preferential hiring list within five 
not the same.” days after he applies for re-employ- 
| ment 

To reinstate 12 workers with 


One is the fact that the 
company, in awarding back pay, 
must deduct amounts a worker may 
have earned from relief work and 
compensate the relief agency to that 


| 


Secretary ol La bol Perkins 
fT: +he Administrations first pu 


Brotherhood Claims 
ine together 


back 


aaperets wm bj Union men inferred from this that pay and award back pay to 14 others; amount 

a A mas Federat Labor | the emergency board would consider To pay employes for earnings lost The other feature attracting in- 
and tl e Committee for Industrial Details { nidisclosed | economic and humanitarian factors as a result of lockouts in two plants; terest is the fact that, although’ the 
ee ttl ' as well as ability to pay in making To disestablish as collective bar- company has led th 

Organiza‘ the embattied iabor Se Se: pany appeal e order to 


unusually quiet gaining agencies employe representa- 


the Federal Circuit Court of Appeals, 


But observers are Oeginning to sus Miss Perkins does not choose to | The union case was based on the | tion plans in five plants it is liable for the wages of the 5,000 
pect the general silence may | disclose how much ground has been contention that a wage cut would Two features of this order have | workers from the date of the order 
. mea ful and that peace moves | covered in these private conversa- | | Only postpone wholesome railroad | attracted the interest of labor ex- if the order is upheld by the court, 

i) so 1 iway as the lack tions. but she admits that she has | | Tehabilitation, that wages are al- 

licate | > | Teady very low and that the proposed | 

Miss Perkins suggested in a speech = PR She. | $250,000,000 reduction would have a | 
«i Columbus. O. that the AFL and Harris & Ewing deflationary effect on the buying 
CIO each appoint five persons, em- A groundswell for peace THE OTHER SIDE OF THE RAILROAD PROBLEM power of the mation 
power them to reach a settlement HE Railroad Retirement Board at a recent meeting welcomed Therefore, Justice Stacy's remarks, | 
and send them ference M. R. Reed, new member of the Board appointed by the Presi- taken as a whole, offer little clue to 


| 
moves through rival labor | 
| 
| 


These ten would then select three unions. dent, and James G. Robinson, newly chosen head of the Railroad 8 leanings of the board, nor is | 
unbiased but experienced mediators Government takes a Unemployment Insurance Bureau. Mr. Reed will represent the ere any indication how far the 
to join the conference and proceed carriers on the board. Left to right: James G. Robinson, Murray board may go in recommendine a al 
toward a settlement of the industria! hand to bolster the move- W. Latimer, Chairman; Lee M. Eddy, and M. R. Reed. settiement. “ NEW YORK 

Previously. President Roosevelt had ment. | —< 
twice asked for industrial peace, first Does the resent “era of | Th R W Dil Be 

. sure 
Hous’ ind again in a general piea silence presage an end to } u in the “4 or the 

to end iber-ratiing p t Ins 

| | the hostility of C. 1. O. and A Compromise in Prospect?) N.L.R.B. Award in | * 
Andrews reiterated the Administra- | of L.? | THE FORMAL 
tion hope for peace in a speech at | | N OR before Thursday, Oct. 27,¢ “It is well for the producer to ob- “Little Steel’ - ) . 

Hou President Roosevelt will make tain the highest possible prices for in OW 

Observers ncluded from this ; public the report of his emergency _ his eggs, but if his chickens become EPUBLIC Steel Company's long- . 
sertes of events that the Administra- “great hopes” for peace “in the pres- fact-finding board on the merits ot sick, he is forced to devote some of | pany . 
tion is attempting as best it can to | ent time.” Furthermore, she gives standing opposition to the Steel 4 


bring together the rival labor move- 
ments 


Hint of Conferences 


some basis for holding those hopes 


the proposed 


wage cul 


Mr. Dubinsky told Miss Perkins he | 


fundamental obstacies” to 
ettlement of the dispute 


ho 
prevent 


The real nature of that report re- 
mains a matter of conjecture as the 
three-man board assembles the tes- 


15 per cent 


railway his eflorts 
regain 


Since the 


to helping the chickens 
their health.” 

railroads based their 
plea for wage reduction on the as- 
sertion that the financial plight of 


Workers 


requiring 


Organizing Committee 
(CIO) has reached another milestone 
in the form of a Labor Board order 


reinstatement of 5,000 


One of New York's smartest dinner and supper 


rooms Always featuring a famous orchestra, com- 
plete show of brilliant stars and superb cuisine. 


THE INFORMAL 


To End Factionalism Mr. Tobin told Miss Perkins that timony presented during three weeks | the industry is “desperate,” railroad steel” strike of May, 1937 ~ : 
Since neither William Green nor | teleerame from rank-and-Gle union of hearings in Washington oe — significance to this | The NLRB findings exonerate all in OW T1 
John L. Lewis mace any comment | —mbers since his dramatic appeal The guess of close observers is | ON but eleven workers of wrong-doing 
on Miss Perkins’ plan and since no _ : that some basis for compromise s¢‘- Justice Stacy's inference. 


public action ensued, these same ob- 
servers also felt the administration 
move had failed 


for peace during the AFL conven- 
tion. and that he was surer now than 
ever before that peace can be at- 


tlement will be offered, but actually 
the board has given no indication of 
its leanings or the type of report it 


they 


| because “the 


company, not 
thought, was that the unions might | ynion, had chosen the way to in- 
have to contribute through a pay | 


dustrial strife” in attempting to pre- 
reduction toward restoring the rall- 


the A very popular dinner and supper room A well 


known orchestra, a complete show and an ex- 
cellent catsine are featured the year round 


p tained = vent union organization. The eleven 
However, Miss Perkins now hints —_ ; will write | Toad industry to good health. workers had pleaded guilty to pos- 
that such is not the case at all. that Miss Perkins also has found that On the esth floor of the 
St SUCH 15 NOL WIS Case Sb A, WN ~~ However, the unions also found a | session of explosives or malicious 
the is ‘rowing intention for peace is Delng debated seriousiy in Two Inferences | 
val labor bodies and that “the heartening paragraph in Justice | destruction of property famous RCA. Building 
labor camps are engaging in serious | “#¢°' ~ . ae am , man Walter P. Stacy made remarks = this statement To offer reemployment to the 5,000 | 
though infor: talke on the « are WAIKING peace al 
ne ell of which could construed by Doth The time has come in this coun- | strikers; 
yout This general undersweli OF senti- | the railroads and the unions as fa- try when the man who earns his To dismiss employes hired since | 
Miss Perkins also offers evidence ment for peace, the Secretary of ! 


that the administration is not re- 
laxing pressure for labor peace but 
rather is applying it in more incon- 
spicuous fashion 

Since suggesting the 13-man peace 
committee, the Secretary of Labor 
has discussed the situation with Mr 
Lewis and her agents have discussed 
it with Mr. Green, who has not yet 
returned to Washington for persona! 
talks 


Labor points out, is not to be con- 
sirued as meaning that peace is as- 
sured but she does find in it ground 
tor encouragement 

Despite this new ray of encourage- 
ment, labor experts point out the 
obstacles to immediate peace 

A. F. Whitney, president of the 
Brotherhood of Railroad Trainmen 
(AFL). in commenting on Miss Per- 


kins’ peace proposal, said that 
e, the Secretary 
neither AFL nor CIO could adopt 
or Nas prove atio 
such a plan without specific au- 


David Dubinsky, president of the In- 
ternationa! Ladies Garment Workers 
Union (CIO), and with Daniel J 
Tobin, president of the International 
Brotherhood of Teamsters (AFL), 
discussing both the possibilities and 
the obdstacies 

Both these labor leaders are con- 


thorization from a convention 

Another problem in the way of 
peace, which observers consider im- 
portant, is the constitutional conven- 
tion of the CIO in Pittsburgh, Nov 
14. This convention will freeze CIO 
into a permanent organizalion 


Forests in New England 
Now a Grave Fire Hazard 


ORCES of Government are work-¢ Ii a 


breakneck speed in New 
minimize danger of a 
worse than the fhurrfri- 


ing at 
England to 
catastrophe 


workable plan is eifected in 
time, 60 to 75 per cent is considered 
salvageable. Norma) stumpage value 
would be $11,578,000, manufactured 


cane which recently swept through value $60,000,000. Local labor and 
that area. Also involved is the sal- mills will be used for the final work. 
vage of millions of dollars worth 0! Kehabilitation Headquarters are 


timber that hurri- 
cane 

Fire hazards are considered by the 
Forest Service to be almost unpre- 


cedented 


struck down Dy 


Seeking quick 
permission from 
no n- resident 
owners olf Diown- 
down timber 
fire prevention 
And contro, 
work on their 
property. (ne 
Forest Service 
Sal 

“In areas 
where the hur- 
ricane struck 
Limbered 
the thickly. upon the 
ground that a fire sweeping through 


F. A. Silcor 


jand 
trees ile 


established for Forest Service in Bos- 
ton under Earl W. Tinker, assistant 
chief and personal representative of 


Wind has leveled the 
equivalent of the annual 
growth of all New England 


forests for 15 to 20 years. 
To prevent devastating 
tires and to salvage the tim- 
ber. thousands are working 
in the woods. 
A summary of a problem 


and struggle in the North- 


voring their side of the dispute 


For instance, Justice Stacy said at 


one point 


daily bread by 


the muscle 
arms or by the cunning of his hands 
deserves a larger share in the profits | 


of his | the strike if 


necessary to make 
places for reinstated strikers; 


To pay remedial 


to any 


SCOTTIE 


Known variously in early Scottish history as 
Skye terrier, Highland, Cairn, and Scots ter- 
rier, although that dog bore no resemblance 
to Skyes and Cairns of today. Nicknamed 
the “die-hard” for stout heart and unquench- 
able love for sport. Extremely independent. 


ig humans, dogs have a compli- 
cated set of nerves. But dogs are 
kinder to their nerves than we. They 
rest when they need rest... while we 
plunge ahead with our hurry and 
worry — straining our nerves to keep 
up with the fast pace. We can’t turn 
back to the natural paces of life like 


an animal, but we can protect, soothe, 
and calm our nerves. Smoking a Camel 
canbe your pleasant method for break- 
ing nerve tension. Camels are mild, 
with the flavor of a matchless blend 
of costlier tobaccos. Smokers find 
Camel's mild tobaccos delightfully 
soothing —soothing—to the nerves. 


SUCCESSFUL PEOPLE ADVISE 


“Let up—light up a Camel”’ 


DID YOU KNOW: 


that tobacco plants are “topped” 
when they put our their seed-head ? 
this improves the quahty of 


HE’S GIVING HIS 
NERVES A REST... 


them would take everything in its east is given here. leaf tobacco? That most cigarette 
path. The unusually warm weathe! tobacco us harvested by “priming” — 
has created an extremely dangerous era ——— removing each leaf by hand? Camel 
condition and, unless protective lanes Forester, F. A. Sileox. Forty 
tobacco are — those that cure nicely 
are constructed promptly. the stage ctere are as | the 
5 or 4. elsewhere Camels are a matchless blend of SELLING 
big blow-up Under expert direction, 40,000 WPA finer. MORE EXPENSIVE TO. 


Timber Loses Estimated 
At Six Billion Feet 
rhe situation 
Most Critical Area. — All of New 
Hampshire, extreme southwest part 
of Maine bordering on New Hamp- 


shire line, southern Vermont, Con- Service, “for fire would use that land E.S.T., 8:30 pm C.S.T., 7:30 pm M.S.T., 6:30 pm P.S.T. quently. Camels are so soothing.” 
necticut east of Connecticut River, | as a bridge to cross to other timber.” 
central Massachusetts east of Con- Next will come salvage operations, 
necticut River and west of Boston, | including provision for protection of 
all of Rhode Island timber still standing Plans for dis- | 
Timber Losses. — Approximately position of the blown-down timber 


four billion feet, which is one-sixth 
of the total annua! timber cut in the 
United States and enough to operate 
New England sawmills for five years 


laborers and 6,000 CCC enrollees are 
on the job. More may be assigned 
State and local officials are assisting 

The immediate task is the clearing 
of “protective lanes” in all bilown- 
down timber. “Any piece of land 
left unprotected will jeopardize a 
whole community,’ says the Fores' 


are being rushed. The Forest Ser- 
vice is seeking an advance from the 
RFC to establish a revolving fund to 
aid the disposition 


BACCOS...Turkish and Domestic. 


the air 


EDDIE CANTOR — America’s outstanding com‘e personality of 
each Monday evening—-Columbia Network. 7:30 pm E.S.T., 
9:30 pm C.S.T., 8:30 pm M.S.T., 7:30 pm P.S.T. 

BENNY GOODMAN 


swing band— each Tuesday evening 


King of Swing, and the world's greatest 
Columbia Network. 9:30 pm 


LET CAMEL! 


WORK: 
— 


“HOUSEWORK, shopping, and social 
affairs,” says busy Mrs. V. G. Weover, 
“would get me strained and tense if I 
didn’t rest my nerves every now and 
then. I let up and light up a Camel fre- 


CIGARETTE 
IN AMERICA 


Smokers find Camel’s Costlier Tobaccos are SOOTHING TO THE NERVES 
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The United States News 
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"he Yeas aie) Ways” 


Editor's Note Letters of com- 
ment and suggestion are invited. 
Those not intended tor publication 
and those to which writers desire to 
have only their tmitials attach 
published should be 
Even if initiais only are 
printed. letters must be 
and address given 


fo be 
signed 


The “Super-Power” Era 

Sir:—I have read with interest the 
imaginative story of “the power of the 
future” in The United States News, Sept 
hae Mr. Ross provides no engineer- 
ing specifications for what. at present 
can properly be characterized as a “pipe- 
dream.” 

It needs no statistics of consumption 
te prove the gross fallacy of Mr. Ross's 
estimates. It is patent that as the rate 
of increase of the population decreases 
and as the number of possible consumers 


Gecreases. the rate of demand must de- 
crease. Of course. new uses ior elec- 
tricity are constantly beine found. but 
et best exageerated estimates serve no 
useful purpose 

According to reliable reports. Mr 
Ross will be kept busy for some time 
to find a market for the power now 


the Bonneville dam 
and. as far as the Grand Coulee project 
ls concerned. there is no market avail- 
able, as Seattle and Tacoma can generate 
power cheaper than it can be delivered 


being generated at 


im those cities if it were free at the 
power hous« C. M. JANSKY 


The University 
Madison. Wis 


of Wisconsin 


e Vision of Super-po-« ‘ 
Linking America Coast to Coast.” by 
James D. Ross, Administrator Bonneville 
Federal Power Project in Oregon, United 
States News, Sent. 19 


* 


Swiss Minorities 

Sir:— Your map of minorities in Europe 
(Oct. 3) indicates two on Swiss territory 
German and Italian. Since that might 
be misinterpreted may I make the fol- 
lowing statement 

About 130.000 Italian Swiss are living 
in the area shown. However they exer- 
cise their political franchise within ian- 
guage boundaries down to the equiva- 
lent of counties in the United States 
So far they seem Ww prefer sending 
representatives ‘including one Federal 
councillor, becoming president the 
Swiss Confederafion in turn With the 
Other six) to Berne. Switzerland, instead 
of Rome. Italy. For some parts of the 
territor referred to the political con- 
nection dates back to the 14th century 

There is no German minority in 
Switzerland. unless you consider the 
300,000 German as such. who have en- 


their 


of 


tered the country since the middie of 


of fine whiskey, 
when you ask for this 
bourbon by name 


OLD 
GRAND 


HEAD OF THE 
BOURBON FAMILY 


KENTUCKY STRAIGHT BOURBON 


WHISKEY 
‘Bottled in “Bond 


| AT FULL 100 PROOF UNDER 
U. GOVERNMENT 
SUPERVISION 


Natronal Destiliers Products Corpor ation. New York 


+ the 19th century by 


| service to the productive capacity of 


salary for all civil 


their own choice 
longer Swiss an- 
to the vreakdown of 


The 
cestry 


inhabitants of 
dating back 
ihe Latin empire. numbering now close 
3.000.000. deciared their independence 
the Holy Roman Empire legal in 
1648. after that condition existed in fact 
and had been fought 250 
years earlier 

There is hope that the self-determina- 
tion of the Swiss ‘regardless of creed or 
lenguage’ backed by a sufficient amount 
of armament, will keep Switeerland as 
is without minority problem 


W. T. ALLEMAN 


i“ 
trom 
jeast 


for. at 


Salt Lake City. Utah 


Citizens Who Do Not Vote 


Sir —Concerning the question whether 
persons on relie which includes WPA 
should be deprived of their vote—the- 
Ganger. as I see it. is not that 
who constitute a minority 
tted vote, but 
ity. who are not 
fail to exercise 


these 
peopie are 
the 
on relief or WPA 
their right of ballot 


perm to rather that 


ma jor 


If we eventually find ourselves in a 
position where the laws of the land are 
dominated by the “have-nota.” there is 


no one to blame except the citizen who 

negiects to vote 

Tacoma, Wash. LOUIS K. WOODFORD 
* * * 


When Seeking a Job 


Sir:—I think it would be an improve- 
ment if one could go to an employment 
bureau from time to time to report so 
that such a bureau can find work to 
tide one over difficult times 

As the Social Security Bureaus are 
constituted now they promise they will 
try to obtain employment for an appli- 
cant who then may be forced to wait a 
jong time and then obtain only labor at 
jow pay or go on relief 
Abbott, Tex CYRUS R. GINGRICH. 

* * 


An Even Break to All 


Sir:—I was interested in your picw- 
gram of silos (The United States News 
Oct. 17) showing eight and a half billion 
dollars paid to farmers in twelve years. 
How many billions have the manufac- 
turers and organized labor received 
through the protective tariff? The farm 
question is the tariff question 

Instead of trying w put the farmer on 
an equality with other businesses, bring 
the other business down on an equality 
with the farmer. When we get down 
to earth and go to work and give every 
one an equal chance in the race of life. 
everything will work out all right and 
we will have prosperity. As long as the 
Government is helpirig everybody we will 
have misery SAM B. WOODS 
Griffith, Ind 


* * * 
Fedefol Pay Rolls 
Sir The annual pay roll of the 
Government is now one and one-hall 
billion dollars. There are 841.664 civil 


employees in the Government service.” 

This quotation is attributed to Senator 
Byrnes in a pamphiet put out by the 
American Council on Public Affairs en- 
titled “The FPederal Government Today.” 

This would show an average annual 
employees of the Fed- 
eral of $1.70 per 
This is not bad when you remember t) 
the average annua! income is about $900 

Maybe the benefits of living off ihe 
contributions of the taxpayers is the 
chief reason for the constant demand 
of Government officials, high and iow, 
for more bureaus. more control of the 
taxpayers, more necessity for political 


Government 


victory w.w.M 
Summit, N. J 
Lack of Skilled Labor 
Sir:—I have felt from the beginning 


that the CCC concentrations were a dis- 
tinct disservice to the growing boys of 
the nation as well as a distinct dis- 
the 
country 

With the electric power of the coun- 
try. as with the railroads, a crisis finds 
the country short of skilled manpower in 
industries. There may be 12.000.000 idle 
in the country. but who and what are 
they? Can they take these places and 
fl them im an emergency? 
extent, yes, but not to the limit of the 
demand. Furthermore. several millions 
of young men “have no place to go" and 
this large group is augmented with every 
year’s crop from our schools and col- 
leges L. 8. R 
Helena. Mont. 

* * * 


Finds Taxes Vexatious 


Sir:—-There are just two philosophies 
in this world. Just two. One is the col- 
lectivist, or communist, or marxian. 


To some 


or 
whatever you choose to call it That 
one is yours. You believe individuals 


have no right that the Government need 
respect. You never protest against the 
destruction of human freedom which is 
involved in taxes. You are not aware 
that there is a natural economic law 
which provides amply for al] necessar) 
government without confiscating the 
wealth of individuals. No. To you noth- 
ing that I own is sacred. To you eov- 


ernment robbery is justified 


The other philosophy represents free- 
dom. It is the American economic phil- 
osophy. We want to junk al! the com- 
munist dope that you so valiantly stand 
for. We know there can be no human 


' freedom so long as our Government has 


+ 
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aded for oblivion 
no manufacturers, with 
total 365.000 units in 1923 
the number fell to 31 wi sales of 
27.000 units in 1932. A 
became almost as much 
as the dodo and 
Many Americans 
ionger were being 
Today all 
more the piano industry 
ahead to expanding 
t:mes as many 
this year 


sion 


sales of 
wn 
new piano 
of a rarity 
ger pigeon 
pianos no 


passen 
lieved 
made 

that is changed. Once 
looking 
sales Four 
pianos are being made 
despite the business reces- 
as were made in 1932. And the 
industry. instead of out 
mammot anachroni and 
difficult to n yut- 
of-plac« 
ments as Vic 
be. is Maki 
authentic 


to add 


is 


turning 
sms Neavy 

as much 
homes and apart- 
furniture would 
in beautiful and 
period cases, small enough 
charm to any interior 


and 
1odern 
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ng pianos 


Why the Piano Came 
Back in Public Favor 
What is 


no ind 


the explanation of t 
istrv’s amazing comeback? 

story back to the peak 
s of the industry in the early ‘20's 
is. perhaps. as significant a tale j 


he pi- 


he goes 
das 
It 


the piano indus- 
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The Story of American Efficiency 


The Piano Industry Brings More Music to Nation 


Through Finer Instruments and Lowered Prices 


can be found anywhere of industrial 


renaissance through the application 
ot the formula: greater efficiency i. 
production to turn out a better prod- 
uct plus lower prices equals expand- 
ing sales and prosperity 


> 


190%. avy Tee 


FACTORY PRice 


$ 


Sraree Newe Pre Cosrosarion 


new modern consoles 
| year, or one-third less 
year of peak production 


inan in ine 


was $139 last + of the new console styles. 


Piano instruction was encouraged 


in the public schools with the result 


> goes 


back to more than two cen- 
turies ago when Bartolomo Christo- 
fori, whose job it was to replace the 


of the greatest improvements in 
piano construction, the iron plate, 
was invented by an early American 
piano maker. Many other such in- 
ventions which improved the effi- 
ciency and tonal qualities of the in- 
strument are credited to this coun- 
try. 

Through all the last century and 
up until comparatively recent years 
the piano played an unchallenged 
role in the musical life of the Ameri- 
can family. For many years it was 
the preeminent instrument which 
enabled the family to enjoy music 
in its own quarters. 

The radio brought another era. 
Now the piano manufacturers, 
through use of modern methods of 
efficiency are coming to fill an im- 
portant part in a new and greater 


day of musical appreciation in this 
| country. 


hom CHICAGO 


te DENVER the 
TWIN CITIES 
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Peak year of the piano making | Prices of pianos have been reduced that now more than 1,200 cities either | quills in the harpsichords of the Danae 
| business. as has been pointed out, in the more expe! naive types as well offer free piano instruction to all | Grand Ducal Palace in Milan, be- 
was 1923. It was the day of the Cones a“ grands, ch instance page pupils of offer such instruction at came dissatisfied with the tones pro- 
huge uprights, still to be found in sold at an average factory price of greatly reduced rates duced by his instruments. Every Wight 
American homes. and the $1,400 in 1923 as compared with an The industry has helped promote ; © heme 
And wes the petted average factory price of $782 last intelligent teaching methods. based | American Improvements Lv. Chicago $:30pm 
a the industry spent nearly two | 7*“* - on the melodic approach to music. | In the Instrument Ar. Denver §.30am 
million dollars advertising that it nother Heid in wh - " | No er does little Mary labor un- After much experimenting. Chris- | Twice Dally te Twin Cities 
was not necessary to study music to eMiciency piano pleasanuly and tiringly over scales. | tofori combined the percussion prin- | 
| play a piano—the instrument could she gets her finger exer- | ciple of the older Clavichord with | Paul. 7 to Minneapolis. 
| be pumped with the feet. It was the —— iG Ga OuNOn OF NS cises through simple pieces, and after | the wing shape and the pedal con- | You pay no extra fare 
era when nearly every family with Proeucts 4 few months the modern teacher | trol of tones and other of the best | for Zephyr service. 
serious pretentions to culture and Toking the Drudgery has her playing her simple numbers features of the harpsichord to evolve | Fleet of Fime Steam Trains, tee 
success owned a piano well enough to entertain her friends | 4 new musical instrument. Because Daily to Omaha — 
But even in the year of greatest Out of the viene many and please her relatives his new instrument gave the musi- Minnea io —Or Jocuph ant Monee 
sales signs were in evidence that the The campaig \“ educate the And thus the modern piano cian full control of the tones and City —Celifernie end 
industry was about to enter on evil py 1 the value of e plano as makers are continuing the saga of because it would play both loud and Pacific Northwest. 
days Already perfection of the 4 compiele musical i ime and progress which beean back in 1800 soft, he called it the pianoforte V. Weetend mae 
phonograph and the coming of the ‘Me pleasure and educa 1) impor in this country when the first Ameri- Although the first piano was made e.  — ne 
more dramatic radio spelled the end ‘ance of creating one’s ow ic De- Can plano patent was issued in Italy, America played an impor- 
of the player-piano and the ruin of #4” in 1934, even oefore introducti The history of the piano really | tant part in its development. One | 
all the vast investment for produc- ——  —_— 
tion of such pianos—in 1923 they ac- = 
counted for one-half of all plano a 
sales. 
| For a few years the decline in sales 
was gradual. Then in 1927 ‘the year 
| of the plug-in radio set) sales fell | 
catastrophically Prices were| 
slashed. But all in vain. Was the * 7 * 
popularity of the piano, so often 
| termed the “king” of all musical in- e 
| struments, a thing of the past? 
The Modern Designs That 
Met the Buyer's Fancy 
The turning point for the industry o 
came in 1935. Then was introduced 
a new type of piano, designed for the 
modern setting. Although vertically | PLYMOUTH’S Plymouth Sets the Pace with Great New Features 
etry " Anit ale 
the ond became | 1. Bigger—114-in. Wheelbase 4, New Amola Steel Coil Springs 
known as the console or spinet | 1939 PRICES 2. New High-Torque Engine Per. 5. New Streamlined Safety 
The new console—made only 36 | e 4 formance with New Economy Headlamps 
i ches high in some styles now aval- | ARE LOWER! 3. Perfected Remote Control 6. Ing New “Safety Sig- 
able--was not an overnight product | 4 enious 
but represented long years of re- Shifting m easier nal” Speedometer 
search. Fifteen years ago it would | 
have been impossible to produce a | 
piano so small, capable of such satis- | 
factory tone. Paralleling the change | 
in appearance, point out the experts | 
of the industry, there has been a cor- | 
responding technical improvement in . ' 
actions, plus sounding boards, and | 
| the other tone-producing factors 
A large part of this technical im- | 
provement has been achieved be- | 
cause of improvement in the ap- | 
paratus for studying pianos. For ex- | 
ample, it is now possible to deter- | 
| mine the effects of the blow of the 
hammer on the string and to find a 
relation between the energy mechan- 
ically put in by the hands of the 
player and the energy put out acous- 
tically by the strings and the sound 
board 
Moreover, this research and study 
in acoustics of the piano undoubtedly 
will enable manufacturers to produce 
even better pianos in the future than 
the spinets and other types—both 
large and sma)i—-which are now 
made 
Reduction in Prices 
And a Better Product 
AS the come Time he MeutTy Aas Never Before Has a Low-Priced Car Offered So Much Extra EASY TOB 
its product, prices have Value in Luxury, Safety, Perf my! sUY 
een lowered. orman elivered prices'' in 
clude front and rear bumpers, 
The average factory price of up- rs A WHOLE New wwe of car Remarkably easy to own... your bumper guards, spare wheel, tire 
right pianos in 1923 ‘excludine I value...the bigy brillant new present car will probably represent and tube, foot control for head- 
player-pianos) is shown by the Cen- | 1939 Plymouth brings more fea- a large proportion of Plymouth’s ene ee pw renee 
cus of Manufacturers’ figures to have | tures, finer engineering, yet prices low delivered price...balance in sur- and ven, sun visor, safety glass 
been $205. The Census figures show | are coen lower! prisingly low monthly instalments. and big trunk opace (19.4... 
that the average factory price of this | You get new High-Torque en- | “Do Lass” madets 
type of piano, which includes the | gine performance, new economy. CORPORATION, Detroit, Michigan, Shitting tederet 
license to confiscate our wealth under ride with Amola Steel coil springs. NETWORK, THURS..9 TO10 P.M. E.S.T. ohifting anere convenient. 
guise of need of it as taxes There is no | 
need of taxes, never was. | . 
But my side of this only important 
issue, you suppress. You do not give 
half your paper to my side as you 
should; you do not even give my side | . 
one word. From first page to last you | NEW “ROADKIN ” 
publicize the communist doctrine that | b 
all life and property is subject to the GREAI CAR W ‘“ 9 s 
whim of our servants NE DE LUX. 
Pittsburgh, Pe HUGO W. 
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tries of Massachusetts in Boston. 


of an address deliv- 
20. at the annuai ban- 
of the Associated Indus- 

S A people. we rode the heignis of 
optimism in 1928 The belie! was 


common that we had entered an eta 
of permanent prosperity and that in 
time poverty would be unknown 
among us. Indeed. we were nearing 
that goal. and pride and faith in ine 
American system of free econom» 
enterprise Was seemingly unsnaka 
bie, decause haa worked As 
no other time in history. the U 


States was regarded as a land Oo! 
itless opportunity tor everyooo) 
Since then. no invader 
sessed us of territory or disrupted ou 
sysiem 
the population. On 
nation has advanced. Oy 
normal growth and the 
rupted progress ol 
vention We hat 
improved our ‘oo 
remedies ior disease 
have been made in 
natural 
new wealth in the torm of 
terials and xis 
In possibilities. in 
man power 


Has 


No pestilence has ae 
tne conirary. wie 
reason ol 
ininter- 
science and in 
reducea Wastes 
developed 
Great strides 
safeguarding the 
resources and creating 


new ma 


new 


new 
experience, in 
and scientific 
knowledge and the means of 
ing i, We are ricnel 
The problems face are clearer 
needs are more keenly appreciated 
and we are iter equipped to mee" 
them. Yet where we had optimism 
in 1928. and confidence. today we 
have pessimism and doubt Sus- 
picion is being bred of our inslitu- 
tions, nol excepting that 
racy itself. There is talk of perma- 
rent relief rolls. of government 
of public utilities, of Commu- 
rism. Fascism. Dictatorship. and na 
tional bankruptcy The change 
would be incredible to anyone who 
had not seen it evolve 


Vision iti 
appiy- 
than in 1928 
we 


of democ- 


Sf) - 


Government Dependent 
On Private Enterprise 


Two reasons are given for tnis 
change by those wio have been mos’ 


instrumental in promoting it. It 
said, first. that the American 4ys- 
tem of free economic enterprise 


failed so completely in 1929 and the 
period of world panic following, thal 
it had to be rescuec by Governmen' 
from what otherwise would have 
been a total collapse: second, that 
since then, economic enterprise in 
America has been impotent and ut- 
terly without a program of improve- 
men't—that Government alone is con- 
cerned with bettering the lot of the 
common man 

If we are to accept 
as true, then most of 
people stand indicted, because ever) 
person who works or who profits 
from work is ideniified in some man- 
ner with economic enterprise. The 
American system, so called, is the 
sum of all the economic activities of 
all the people. The convenient labels 
of “industry” and “business” are not 
identifications of exclusive groups. as 
some would have us believe 
are all-embracing 

Moreover, Government itself, which 
is placed in the role of umpire by 
the Constitution, is an inseparable 
part of the system. It is solely de- 
pendent upon the earnings of eco- 
nomic enterprise. The salaries ol 
municipal, State and Federa! officers 
from the President down: the funds 
from which are built every public 
building, park, highway, battleship. 
hospital and school: the millions paid 
out for relief, for dams and aque- 
ducts and flood-control projects; in 
short, the means for every type of 
Service that Government performs, 
for better or worse, are provided di- 
reclly by economic enterprise, or. if 


these charges 
the American 


hey 


borrowed, stand as charges agains 
the earnings of economic enterprise 
in the future. 

If we are to charge, then, the fall- 
ure of economic enterprise in Amer- 
ica, we must do more than indict 
most of the American people. We 
must also concede the collapse of 
Government for lack of financial! 
Support, whereas the fact is that the 
direct opposite of collapse has oc- 
curred. Nine years of subnorma! 
business has produced in Washing- 
ton the most powerful and expen- 
sive peace-time Government that the 
country has ever known, while a! 
the same time, State and loca! gov- 
ernments have also extended 
power and  costliness, 
without exception. 

Even if we were to grant Gov- 
ernment’s most extravagant 
that it rescued American ousiness 
from collapse, the fact would re- 
main that the system furnished the 
wherewithal for its own and the na- 
tion's salvation in the world’s great- 
est economic crisis, and for an ag- 
grandizement of Government with- 
out precedent except in the emer- 
gency of war. 


Industry's Cost Sheet 
Other Than Tax Bills 


It did more than that. During 
five depression years 1930-1934, 
cording to figures compiled by 


their 
practically 


claim 


the 
Lhe 


| years 


October 24, 1938 


By LAMMOT DU PONT, President, E. I. du Pont de Nemours & Company, Inc. 


> 
Department of Commerce American 
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dep American 
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HE objective of business is defined as a “want-free Amer- 
ico” by Lammot du Pont 


program outlined by him: 


employment. 


impede progress. 


Mr. du Pont advocated a simplification of the tax system. 
| The principle of a fair reward for sound business ventures is 
being undermined, he said, by diversion of national income 
into non-productive channels and ill-conceived tax policies. 

In his opinion, taxation, labor legislation, and the admin- 
istration of all laws affecting employment should be “taken 


out of partisan politics.” 


The United States News presents the text of Mr. du 
Pont’s address herewith for the light it sheds on the view- 


point of business. 


Lower living costs, high wages, improvement in the use- 
fulness of existing goods by research and invention, and 
creation of new equipment—new capital—to provide full 


In a speech to the Associated Industries of Massachusetts 
at Boston on Oct. 20, Mr. du Pont dwelt especially on the 
possibilities of economic progress and how burdensome taxes 


and most 
uving have been removed from the 
sneives iuxury. where they were 
beyond the reach of all but a priv- 
lieged minority. anc have been made 
commonpiace articies in our homes 
and on our streets. The automobiie 
the telephone, the electric light. silk 
were all symbols of weaith as re- 
centiy as the period of the World 
War. Today wage earners go to the 
job in motor cars. 20 million tele- 
phones are in use. fully 23 million of 


our more than 30 million families 
jive in electrically lighted homes and 
women wear silk stockings to work 
In 1910. about 16 million Ameri- 
cans had savings accounts in banks 
by 1937 their number had increased 
to 44 million. In 1900. only ten mil- 
on people owned life insurance, the 
number in 1937 was 64 million. More 


Principles of the business 


financial difficulties in many 
businesses iater iound themsaeives 
were attributable to this one fact. 


wren 


What Industry Does 

For the Common Man 
Today's common hope of eventual 
plenty for everybody is 
vision Dy any 
1930 
hardly of academic interest to prac- 


no. a new 


means. Years prior to 


ata time when the subject was 


Lical politicians because of Lhe seem- 
ing of task. the 
more elements of free 
of DUSINEGAS - 
weigh the possi- 
bility of eliminating want in Amer- 
More progressive 
Dusinesas 


hopelessness the 
progressive 
economic envlerprise 
began seriously to 


Ka inan thal 
to do something adout 
resulta are They 


ine world 


it The 
have 


niustory 
astonished 

The number of Federal employes 
exclusive of the Army 
emergency workers 
greater at the end of 1937 
1929. and the number of 
State employes 15 
greater 


Navy and 
was 48 per cen: 
than in 
local and 
was per cen’ 

Governmental expenditures 
State and Federa!l—today equal al- 
most one-third of the national! in- 
come. Our public debl commitments 
of one kind or another are in ex- 
cess of 65 billions of dollars, while 
the Federa) deficit alone. aggregat- 
ing $24.814.000.000 for the nine fiscal 
1931-1939. actually exceeds the 
Federal expendi- 


local, 


Government 
tures from 1789 to 1913, a period of 
125 years! 


LOtail 


Billions in Taxes 
Laid Upon Industry 


The industrial system which has 
been charged with fallure and impo- 


| lence paid almost 90 billions of dol- 


lars in taxes lo support the services 


of Government during the nine years 


1930-38 

This is not a complaint about nec- 
essary taxation, and | am neither 
questioning the wisdom of the ex- 


penditures nor indorsing them. I am 
nerely citing the tacts that Govern- 
ment in America has expanded enor- 
mously during the depression, and 
that private enterprise has either 
paid the bill or signed its name to 
the note 

Not Government, 
enterprise has 
for relief 


bul economic 
provided the money 

Not Government, but eco- 
nomic enterprise has financed the 
WPA the Civillan Conservation 
Corps. the Home-Owners' Loan Cor- 
poration, the Agricultural Adjust- 
ment Administration, and all the rest 
| of the alphabetical services that were 
inaugurated under the emergency of 
depression Not Government, but 
economic enterprise stands behind 
the enormous public debt that has 
been incurred 


Within the memory of every man 
| here, hundreds of the most useful 


han eight times as many American 
youtns are in high school as when 
the century turned, and five times 
as many are in college. One-fourth 
of our entire population is now going 


to school, supported by free enter- 


prise 


The Goal of Business: 
A Want-Free America 


No, the vision of want-free Amer- 
CA Ss Not new. It was the objective 
of the great upward surge of busineas 
during the ‘20's. It is the objective 
of all progressive American business 
today. It is the business program 
of today. And. for one, I believe it 
iS a practicable program toward an 
Allainable end—altainable because, 
through the initiative of free enter- 
prise, the preliminary stage has been 
passed, the foundation established, 
and the greater part of the structure 
built 

Let us look more closely at this pro- 
gram of business What are its 
principles? How did it evolve? How 
do we know it is a program on which 
the man in need can rely? These 
are fair questions and they demand 
frank answers 


The first principle of the business 
program is lower costs for all mate- 
rials that enter into living 

The second principle 
nance of high wazes 

The third principle is improvement 
in the quality and usefulness of all 
existing goods, and the development 
of wholly new materials and 


is mMainte- 


invention 


| otherwise. and in 


proved its bread, which 
the standard of living. by applying 
one clear rule—reinvestment of sav- 
ings in the building of more and bet- 
ter impiements 

More capita! 
that Dlazges new trails 
distinct from credi: 
venture—has been the requisite 
means toward ai) Dusiness progress 
since civilzation began. Such capita! 
can be built only out of the surplus 
that not consumed 
needs. and from the savings of peopie 
who can afford the delays and pos- 
sible losses of experimentation 
fiscate those savings, by 
effect 


today we call 


the venture capital 
and that iM 
which shies from 


current 


Con- 
taxation 
you confis- 
cate progress itself 

The bDusiness program is the con- 
ception not of ore man nor of a 
clique, but of all the progressive pro- 
ducers of the country. And it is well 
worth our most sober thought that 
the chief dissenters to its workabil- 
ity. if not the only dissenters to it 
are among the nonproducers of the 


| country who are willing, personally. 


oO risk nothing industrial develi- 
opment. Let us keep that fact fore- 
most in mind in considering any 
other program that is offered, re- 
gardiess of how eloquently it is 
pleaded or under what guise it ap- 
pears 


High Wages: Low Prices: 
The Road to Prosperity 
High wages plus high prices mean 
nothing in the way of achievement 
One balances the other and we stand 
still. if we do not in fact retrogress 


on 


| For high prices limit production. low- 


new 
| goods through scientific research and | 


The fourth principle is the crea- | 


lion of new tools, of new equipment 
and new power facilities—that is, new 
capital added to that which we now 
have—to provide full employment not 
only to the present generation but 


aiso to increasing future genera- 
tions 


Responsibility On 
Private Enterprise 


Simple and tried in its essentials, 
this program has evolved out of a 
century and a half of experience by 
practical men in the world’s most 
highly industrialized nation. It is 
the product of democracy, and being 
that, it places the bulk of responsi- 
Dility for social betterment squarely 
on the shoulders o!f free private en- 
terprise, where it belongs. And free 
enterprise accepts that responsibil- 
ily, asKing only a lair opportunity to 
work, a fair opportunity to earn a 
pront. and its world-old right to grow 
through the reinvestment of a fair 
part of its earnings in new enter- 
prise 

When Adam left the Garden of 
Eden, he had no tools, no capital. 
He was told, “In the sweat of thy 
face shalt thou eat bread.” Through 
Lhe centuries since, mankind has 


ered production causes less employ- 
ment and more distress, and more 
distress results in higher taxes. and 
Still higher prices, and stil) leas pro- 
duction, and still greater distress. It 
a Vicious cycle 

However, high wages with low 
prices lead to greater prosperity. The 
wage dollar buys more. and more 
peopie can buy Production rises 
and employment with it: new em- 
ployment results in still more de- 
mand. more production and more 
empioyment: distress decreases 
while savings, investments and new 
enterprises grow apace 

The wholesome sequence of events 
is obvious, certain, and so elementa! 
that it hardly merits discussion here 
It is the proven consequence of what 
is known as mass production. an 
American innovation that needs no 
selling” today. Yet mass produc- 
tion is suill new enough to be mis- 
understood in some of its funda- 
mental features—it is so new, indeed 
that only a decade ago many of the 
non-producers who are at present in 
dissent with the whole business sys- 
tem, were then as loudly decrying 
mass production as an evil 

What is chiefly misunderstood js 
that mass production can reduce 
costs only to a point, at which point 
it encounters obstacles. or fixed 
charges against it. One of these 
fixed charges is the investment in 
plant and equipment. upon which 
the investing public rightly expects a 
fair return. A second charge is the 
cost of raw materials. A third is the 
cost of distribution, and a fourth lis 
taxes 


Solution of Problem 
Of Fixed Charges 


The possibility of reducing the 
fixed charges against the productive 
system as such, represents our big- 
gest hope of further lessening the 
cost of food. clothes, shelter. medi- 
cine, and of all other articles that en- 
ler into living, and also of setting in- 
te motion again the economic cycle 
that leads inevitably to prosperity 
and plenty 

Can these charges be reduced? 

They can be substantially reduced 
if, first. free enterprise is not de- 
stroyed as a consequence of a mis- 
taken economic policy, and second, if 
it is given a fair opportunity to carry 
on to its manifest destiny. 

Distribution costs, amounting on 
the average to perhaps 50 cents of 
the consumer's dollar, and likewise 
the costs of construction constitute 
subjects that are complex and difi- 
cult, but the last word on them is 
still far from being said. An inten- 
Sive study of both, aimed at improve- 
ment, made in every major 
business 


Triumph of Science 


Over Nature Itself 


The established achievements of 
industria! 


Scientific research, the 
full significance of which is only 
partially realized as yet, point to 


eventual reductions in materia! cosls 
that well may be revolutionary ac- 
cording to our existing conception of 
what such costs should be: and they 
point also to the factory as a much 
larger consumer of agriculturai 
crops for reprocessing purposes 
The belief that no 


material can 


| be as good as that naturally pro- 


beneficial instruments of © tempered the sweat and steadily im- * Guced is one of the 


deepiy rooted of popular fallacies 
Natural materials. with which we 
have been forced tc work almast ex- 
ciusiveiy until very recent years. have 


never wholly 
raw materials 
irreguiar in quality 
custry would prefer them 
when they should be hard 


been 
industria! Thev 
when 
sold when 


art 
neavy 


soft 


a liquid form would save unending 
expense. Even sheep in the same 
flock vary in the quality of thei 
and the same jack of depend- 
abdility prevails throughout nature 

The chemically pure is rare in na- 


ture—things are ‘wually in combina- 
Ons that are not easily broken 
The most 
quently 


or 


up 
are fre- 
in ine ieas* accessible places 
exist in negligible quantities 
the sudject 
threaten peace 


useful materials 


or 
are of monopolies tha 
Many badly needed 


in 


materials have never been found 
nature at all 

The adapting of natural materials 
the expense of as- 


to industrial uses 
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satisfactory as 


oldest and most, per cent of our supply from che Far 


East 
Ihe needed new materiai—neo- 
prene—has been developed. practi- 


cally according to the specifications 
of need for it. and already it is fill- 
ing hundreds of purposes that rubd- 
ber could not serve satisfactorily. lis 
price at this time is higher than 
rubber. but. on the basis of utility 
neoprene actually is cheaper than 
rubber for numerous uses wherein i| 
outlasts rubber five times or more 
However. the immediate value of neo- 
prene in industry. as a factor in im- 
proving service and iowering costs 
is trivial when compared to its po- 
tential value. 


Industrial Research: 


Hopes and Promises 
I pause to ask. if industria! science 
can surpass rubber, to what new 
lengths will it not go with the aug- 
mented knowledge of tomorrow's and 
the next day's experience? 
My business brings me into daily 


World 


sembiing them, losses that result 
from their too-early failures and in- 
adequacies in service, to say nothing 
of the ravages of rust, rot, pests, dis- 
ease, weather and fire, add incalcu- 
lable billions to the cost of all goods 
and services. Here is a hole in man's 
moneypocket through which slips, 
a conservative guess, probably not 
les8 than a dollar for every dollar we 
spend constructively on living 


How Research Plugs 


The Holes of Waste 
Slowly but 


that 


surely, research is 


patching hole 


and every new 
stitch it takes not only checks waste 
but also creates new jobs 

Already, 
tne products of laboratory and fac- 
tory 


synthetized materials— 


have cut huge sums from our 
living bill Synthetic fibres have 
made possible the creation of wholly 
new types of fabrics that have revo- 
iutionized women’s clothing Syn- 
thetic dyes are to be had at a trifling 
f:action of what natural dyes once 
(ost. New alloys and new finishes 
are checking corrosion, new insecti- 
cides are paring down the enormous 
annual losses from pests, which con- 
Stitute one of the most serious fixed 
‘(harges against food production. We 
are finding ways to fireproof wood, 
cioth and paper, and to retard rot 

Other chemical agents, not so ob- 
vious but of equal importance to the 
economy, plus a growing engineering 
skill. are effecting savings that an- 
other generation would have deemed 
incredible. Industrial users and fer- 
t'lizer manufacturers are now paying 
only half as much for fixed atmos- 
Lheric nitrogen as they did for the 
imported natural product prior to 
1v24 Low-cost refrigerants have 
made possible means of preserving 
foods that are eliminating untold 
wastes 


Twenty-five years ago it took four | 


or five sets of tires, frequently re- 
paired, to run a motor car 15,000 
miles, which is an ordinary year's 
Ccriving nowadays. Tires that will 
give 25,000 miles of almost trouble- 
free road service are sold today at 
one-third of the old price. 

For years industry sought a ma- 
terial that would possess natural 
rubber’s good qualities bul lack its 
bad ones, mos! notably its inability 
lc resist grease and oil. It’ was also 
desirable that we have a home sup- 
piy of rubber. if for no other rea- 
son than to safeguard us in ume ol 
war. Users of more than half of 
the world’s rubber, we import 99 


contact with the problems of indus- 


trial research, its promises, its hopes. 
I am convinced that the laboratory 
has just begun its work of public 
betterment, that what is behind us 
in accomplishment may be regarded 
as having been merely preparatory 
for impending developments in cre- 
ating more for leas 

“Every time we have solved a prob- 
lem.” says C. F. Kettering. “two more 
have occurred in exactly the same 
piace.” 

In short. this force we call 
Search is like a rolling snowball] 

Twenty-five years ago there were 
few industrial research laboratories 
:n America worthy of the name. The 
Lumber today exceeds 1,600 in which 
upward of 30.000 persons are em- 


re- 


ploved Private enterprise is ex- 
pending more than $800,000 every 
working day on research That 


money is not being poured down a 
lat hole. It ls building a new and 
better world. The mere fact that 
there is still room for improvement is 
not an indictment, but a reassuring 
promise of a brighter tomorrow 


Burden of Taxes 
Ever Increasing Load 


Now, what about the fixed charge 
of taxes? It has risen steadily since 
1900. The rise in taxes, in fact, rep- 
resents the most phenomena! ascen- 
sion in costs against production and 
living of which there is any statisti- 
cal record 

Total Government expenditures in 
1938 are fully twelve times those of 
1900, and the total Government debt 
is approximately twenty 
greater, although the population is 
less than twice as large. Expressed 
in terms of individual citizens—men. 
women, and children—it esti- 
mated that governmental! expendi- 
lures today are at a rate of $560 a 


— 


— 


Limes | 


year per American family. Standing | 


a» a fixed charge against the produc- 
tion of goods, every penny of these 
expenses is reflected in casts to the 
consumer. poor and rich alike. They 
are in addition to the value of the 
article or the service supplied now 


and the unpaid popiron of them 
Stafds* 


nd grandchildren. 


ays these taxes is another of our 
"Ost Serious popular fallacies. They 
are included in the cost of every 
af of bread, of every pound of meat, 
every foot of lumber, of every- 
g bought or sold. That is to say. 

sally, that in addition to the 


as a first-Mhortgage against | 
econoitielives of our children | 


Belief that a relatively smali group | 


| 


sTONiving, as a people we | 


ROGRAM FOR BUSINESS: AN AMERICA FREE OF WANT + 


pay Government. directiy or indi- 
rectly. the sum of 18 billions a year. 

A single man, earning $18 a week 
aud living in a furnished room, even 
tnougn he owns no property. pays in 
‘axes $116 a year, or about 12 per 
cent of his total ,ncome. according to 
a study by the Northwestern National 
Life Insurance Company. The man 
who supports a wife and two chil- 
dren on $150 a month pays $220 a 
year in taxes—the fact that he has 
dependents does not relieve him of 
mis conceaied tax obligations. Among 
the higher income brackets. direct 
Federal taxes alone take. in an as- 
ending scale. up to 79 per cent of 
the individual's income, and that is 
not all the bill. nor all of the picture. 

The Great Atlantic & Pacific Tea 
Company, operator of chain stores, 
began with a wagon. a horse, a man 
and an idea, and by the untiring in- 
custry of that man and his two sons 
goew to an organization that in 1937 
employed 85.600 persons. For a half 
century or more the founder's two 
sons have spent 52 weeks out of every 
year in the building and manage- 
ment of the business. That is, they 
have been active owners, and in that 
capacity, .by all the traditional 
standards of measurement in Amer- 
ica, they have rendered an incalcu- 
lable public service 

According to a published state- 
ment of the A. & P. Company, its 
two owner-managers last year paid 
more than 82 per cent of their earn- 
ings to Government in taxes; and 
in the event of their deaths, Govern- 
ment would further take all but six 
cents out of every dollar they have 
saved throughout their lifetimes 

Nor does the story stop there. New 
taxes are now being proposed which, 
if enacted into law. would force the 
company and other enterprises of 
the kind into final dissolution. 


Solutions Offered 
For Tax Problem 


Taxes are inescapable. They are 
everybody's problem. A great many 
people think that present taxes are 
bound to go higher and become an 
even heavier burden upon living. And 
they doubt if anything can be done 
about it. I don’t agree with that 
view. I think something can and 
should be done about improving our 
tax system, not for the benefit of a 
few but for the common good and 
for the nation’s economic security. 

To begin with, the same impartial 
measure of efficiency that is applied 
to individual wage earners and to in- 
corporated producers of goods should 
be applied to all governmental en- 
terprise, local, state and Federal, at 
least to the full extent reasonably 
possible. The license to tax is not 
a license waste. 

There are today more than 175,000 
taxing units in the country. That 
fact alone represents a duplication of 
effort and confusion of levies that 
Staggers the imagination to grasp. 
To my knowledge, nobody has had 
the hardihood to undertake a com- 
putation of the number of taxes col- 
lected, but a suggestion of the total 
may be gained from the estimate of 
a Chicago company that there are 
no less than 58 separate taxes ¢n- 
tering into the price of a loaf of 
bread 

Because of the innumerable com- 
plications of tax legislation. the cost 
of computing taxes, wholly apart 
from the actual payment thereof, 
a charge against business that totals 
hundreds of millions of dollars each 
year. 

The tax system should be simpli- 
fied and coordinated. It has been 
estimated that the taxing unils 
could be reduced to a tenth of tne 
existing number. Feeling is growing 
that a redistribution of taxes is in 
order that will encourage savings, 
instead of penalizing them, but & 
Will to reduce taxes would encourage 
Saving still more—and, as I have 
Said, saving for the purpose of re- 
investment in new enterprise is man- 
datory if we are to increase employ- 
ment and secure our future. 


Progress is pausing today before a 
paradox. The need for new capital 
is greater, perhaps. than at any other 
time in our history and the will to 
create that capital—to save—is ac- 
tually existent. But the two are not 
permitted to meet and mate. The 
principle of a fair reward, commen- 
Surate with the effort and the risk, 
is being undermined by attacks on 
earnings, by diversion of the national 
income into nonproductive channels, 
and by tax policies adopted in the 
name of reform that make invest- 
ment a hazard rather than an in- 
ducement. 

We are growing poorer because too 
riany people no longer can afford the 
luxury of being rich. 

It has long been recognized that 
the power to tax is the power to de- 
stroy. A legitimate function of Gov- 
ernment, and a proper one if prop- 
erly used, none the less the power to 
tax, if misused, may be second only 
to war in its destructiveness and as 
a)l-changing as a revolution. 

That is too great a power to en- 


[Continued on Page 15.] 
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+ DOES BUSINESS HAVE TOO MUCH INTEREST IN INTEREST’? 


Full text of a recent address de- 
livered before the National Asso- 
ciation of Securities Commission. 
ers. at Kansas City 


ANTE pictured money-lenders in 
one of the worst regions of Hell 
That was a typical expression of the 
attitude of European Middle Ages 
Nor was that attitude unique In 
those parts of the world in which w: 
still find societies predominanty 
agricultural. the most hated man in 
the village is the money-lender. In 
the villages of India and China a 
strong moral condemnation of the 
community is still leveled at the 
pawnbroker, although he is, in a very 
real the communities only 
source of funds in times of economk 
stress. This same moral condemna 
tion and bitterness of feeling was 
equally present in the Western World 
when economy was operatec 
largely on an agricultural basis. In 
the Western World the 
East, prohibitions against taking in- 
terest on loans were written 
philosophy. theology. literature 
law 
While in Greece 
loaning of money at at 
prohibited, came to be accepted 
many Greek and Roman 
still opposed it Arist 
that money is nature 
and that the virth of m 
money re unnatural 
cnd should be prevented. And other 
eading thinkers of the Greco-Roman 
world reached a like conclusion, their 
views being based on sympathy with 
oppressed debtors. dislike of 
money-lenders. or a general aristo- 
cratic contempt for trade 
The Old Testament and the New 
condemned the taking of interest. In 
the Sermon on the Mount, as given 
by St. Luke. it was said. “Lend. hop- 
ine for nothing again.” 


“Interest” Styled “Usury” 
Denounced for Centuries 


the writings of the Church 
Fathers those expressions, combined 
with the views of Greek and Roman 
thinkers, led to a strong condemna- 
t.on of interest-taking or usury as it 
was called. St. Basil announced in- 
terest fecund m S' 
Chrysostom said. “What can be more 
unreasonable than to sow 
land, without rain. without plows? 
All those who give themselves up to 
this damnable culture shall reap 
only tares Let us cut off these 
monstrous births of gold and silver; 
let us stop this execrable fecundity.” 
Lactantius called interest-takine 
“robbery: and St. Ambrose said that 
it was as bad as murder 

St. Thomfas Aquinas followed in 
this tradition and lent the at 
weight of his authority to the denun- 
ciation of usury There 
medieval legend that devils would 
pour molten gold down a dead 
mnoney-lender’s throat. To take in 
terest © commit a crime pun 
ishable by the state and also a mor 
tal sin punishable by excommunica 
tio: 

That animosity against interest is 
explicable thus In an 
which basically 
most loans were to needy bor- 
rowers. not for purposes 
but for consumption, and usually the 
borrower at end of the loan 
period was worse off than at the be 
ginning 
Was thus Dased largely on solicitude 
for the poor and the oppressed 

Moreover, due to the absence of 
business opportunities, one who pos- 
sessed money no profits by tem- 
porarily parting with his capital 
It was argued in the Middle Aves 
what a lender of money was a seller 
of money and was entitled to expect 
In return merely a fair exchange— 
and that meant the exact equivalent 
oi the money he had advanced. That 
there was a iapse of time between 
tne joan and the return of the prin- 
cipal was considered of no impor- 
tance. it being contended that “man 
cannot time,” for time was not 
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economy 


was agricultural 


made 
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Lhe 


The opposition to interest 


iost 


a human possession, but something the 


given by God Time,” it was said 
‘Was not of your gift to your neigh 
bor, but of God's gift to you both.’ 
For more than fifteen hundred 
years (ne Nostiity to interest-bearing 
loans found expression in 
ab’e decrees against usury 
position to interest-taking a 
fetter on a developing commerce 
Since money could be loaned only at 
the risk of incurring opprobrium in 
life and damnation after death. the 
rates of interest were often exorbi- 
tant, at one time being high as 
4¢ per cent in England and 10 per 
cent a month in Italy and Spain 


innumer- 
The op- 
pecame 


as 


How Views on “Interest” 
Came Gradually to Change 


Gradually, the opposition to inter- 
est Degan to wane. Modes of evasion 
were invented. Thus it came to be a 
Coctrine that. if a lender suffered loss 
by the fallure of the borrower to re- 

'rn a ioan at a given date, com- 
Hensation could be exacted: if, then. 
he date of payment was made to 
fall immediately after the date of the 
loan, the compensation for the an- 
ticipated delay in payment in effect 
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United States News 


By JEROME N. FRANK, Member of the Securities & Exchange Commission 


vecame interest. There was also the 


Suctrine that if a man. in order to 
wend money. was obliged to diminish 
lis income from productive enter- 


rises. he might re 


amount equal 


eive if 


to such dim- 


compen - 


inution 

Investing money in a partnership 
nd receiving a profit was considered 
roper. if the person who furnished 
Capital took the risk of sharing 


nu the | 
\ partner 
irinc 


sses as well as in the profits 
however. could 
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“Ons against usury were evaded 
trere 


were other equally 
which legitimized 


ciever 
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econ ideas 


relative. and 


mic and moral 


lute ofr 


attitudes 
eternai. dul 
necessarily subject to 
change. And with changing condi- 
its attitudes toward interest 
nave come to be questioned. At first 
the questionings were not directed to 
fundamentals. In the latter part of 
nal renewed recognition of 
‘ne necessity for protecting the hard- 
pressed led to the enact 
ment more strict enforcement of 
laws fixing maximum interest 
for certain Kinds of loans 

Gene! however 
laws inapplicable to 
ained with respect 
corporate borrowers. And those laws 
to the general 
epprobation of the exaction of inter- 
est. More important, even those ex- 
ceptional limitations were based upon 
regard for the borrower, the debtor, 
upon any fundamental 
doubts as to the desirability of in- 


ions 


century 


oporrower 
ol 
sury 
ites 
illy speaking those 
con 

to 


vere or 


loop-holes 


were the exception 


terest?” 


financing of major American industries might best be done 


| The suggestion is made by him that the bulk of long-time 
hereafter by stock issuances, not by borrowing through long- 
| 


term bonds. 


| Mr. Frank, in a recent speech before the National As- 
sociation of Securities Commissioners, dealt especially with 


railroad financing. 


welfare of the investor. 


| 

| Asserting that the imposition of restrictions would seem 
to be like returning to an attitude of the Middle Ages, Mr. 
Frank said, “That fact would not necessarily indicate un- 


wisdom.” 


| It is possibly necessary to restrict in- 
terest-taking in that field, he said, out of regard for the 
| 9 


The text of Mr. Frank's speech is presented herewith by 
The United States News tor the insight it gives into a view- 
point held in some quarters of the Government. 


Jerome N. Frank, of the Securities & Exchange Commis- 
sion, sketches the public attitude toward money-lending 
_ from the Middle Ages to the present, and asks: 

“Do we not perhaps today have too much interest in in- 


ing without running foul of human ¢ terest from the point of view of 


or divine law 
Protestantism at first 
the Church of Rome in 
interest. In answer to the conten- 
‘ron that only “biting” usury was op- 
pressive, Wilson, a noted upholder of 
the strict theological view, declared 
“There is difference, in deed between 
the bite of a dogge and the Dite ¢ 


agreeaq wilh 
denouncing 


flea. and yet, though the flea doth 
sse harm, yet the flea doth Dit 
ifter hir kinde, yea. and draweth 
blood, too. But what a worid this is 
that men will make sin to be Dul a 
fieabite, when they see God's word 


cirectiy against them'” 


his attitude changed velore ong 
In England under Henry VII] the 
yronidition against usury was fre- 
vlaced by a legal maximum. That 
legislation was later repealed. but 
was restored under Elizabeth. And 
other countries soon followed suit 


Calvin became converted to in 
taking and Cotton Mather repudiated 
the traditional] theological! view 


teres o 


“Interest” Later Regarded 
As Beneficent Practice 


By the middle of the 19th Century 
interest-taking came to be regarded 
as unquestionably beneficent. Even 
those laws which set upper limits to 
“he rate of interest were repealed in 
many European countries. The ex- 
action of interest. which once. under 
the name of usury, had been re- 
garded as a deadly sin and a crime, 
Lecame a great virtue. A medieval- 
revisiting Western World in 
19th Century, might have said 
that its motto was, “Blessed be the 
vsurer, the guardian spirit of modern 
‘dustry and trade.” 


>) 


Looking back upon this history, our 
wn Andrew D. White. a typical 19th 
Century thinker. said that “The sup- 
porters of right reason in political 
and social science finally conquered 
treological opposition”; that Calvin, 
when he changed his mind and de- 
fended interest-taking, “turned 
finally in the right direction”; and 
that with the emergence of an atti- 
tude unhesitatingly favorable to in- 
lerest “social science as applied tw 
political economy had gained a vic- 
tory. final and complete.” 

Thus most 19th Century writers, in 
Western civilization, fatuously as- 
Sumed that they had reached the 
high point of complete rationality 
end absoluteness, and that preceding 
Views concerning interest were 
inrgely irrational. Interest was con- 

dered the mainspring of that fully 
matured and stable economy al 
which the 19th Century thought it 
nad arrived 

Yor that century, although it sanc- 
tified the theory of evolution, was 


the 
creditor, the investor. or of the 
economy as a whole 
A Recent Return to Old 
Ideas of “Interest” 
But in the 20th Century. such 
coudts have arisen. And it is now 
time that the following questions 


should be frankly 
“dered 
that 


and carefully con- 
May it not perhaps be true 
in certain large areas of busi- 
interest on long-term debts 
plays altogether too large a part in 
cur affairs, and that interest, far 
trom being the mainspring of a profit 
economy 


hess 


has today become a serious 


cog upon that economy, threatening 
erhaps, to endanger its continued 
existence? Do we not perhaps Ww- 
cay nave too much interest in in- 
terest? 
Beiore 1 go on Ww discuss those 
' questions, I must make clear what 
I mean by the word “interest.” Some- 


times, “interest” is defined so broadly 
as Wo inciude al) returns on invest- 
ment Used in broad sense, 
interest includes profits includ- 
ing dividends. It is not in that wide 
that I am using the term. |! 
am employing it to mean what bank- 

, ers and business men mean, aamely 
a fixed amount payable for the loan 

money. And I am referring to 
long-term loans not to 


industrial! 
commercia! short-term bank loans. 


‘nat 


hae 


sense 


0) 


Stock Issues vs. Bonds 
As Financing Medium 


The question, then, which 1 want 
briefly and most tentatively to dis- 
cuss, is this: Is it perhaps not de- 
Sirable that the bulk of long-time 
financing of our major American in- 
custries should hereafter be done 
through the issuance of shares of 
rather than by borrowing 

through the issuance of long-term 

bonds? Should no: investors in such 

industries perhaps be stockholders, 
| entitied to dividends payable out of 

earnings, rather than creditors le- 

gally entitled to demand payment 

of interest at fixed intervals, regard- 
| less of earnings? 


SLOCK, 


Now, those are not wholly novei 
questions. Over many years, in the 
province of railroad finance, keen 
practical-minded men have said, re- 
currently, that it is imperative that 
too much of such financing should 
not take the form of bonds. The 
statutes of severa) States. enacted 

inree or four decades ago, attempted 
although most inadequately, to pro- 

vide that no railroad could issue 

bonds unless they were balanced in 

some proportion by funds procured 

through the issuance of stock. 
| One of the practical obstacles to 


seidom able to perceive that its own ® the 


of that 
Bonds could be sold 
at a discount to meet fluctuating 
market rates: Dut shares of stock. 
cince they had a par Vvaiue. could not, 
in most states, be sold below that par 
value without the pur- 
chaser of the stock to a stockhoider's 
ability equal to the amount of the 
ciscount 


accomplishment 


his 


pose was 


sudjecting 


Problem for the Railroads: 
Accumulated Interest 


Accordingly. early in this century, 
President Hadley of Yale, after a 
study of the railroad problem. made 
a report recommending that frail- 
reads be authorized to issue no par 
stock: in that way, he thought the 
obstacle I have referred to could be 
surmounted. (Parenthetically, it was 
that report which gave the initial 
impetus to the enactment of no-par 
statutes in this country). But it has 
‘turned out that the removal of that 
obstacle did not importantly further 
railroad stock financing. With one 
or two exceptions, the railroads of 
this country, as they have been 
cyclically reorganized, have con- 
tinued to employ. t© a very large 
extent, interest-bearing securities. 
And, while the present plight of 
many railroads involves causes which 
affect their very capacity to earn 
anything, no one can deny that one 
important cause of the difficulties of 
most railroads today is to be found 
ir. the terrific burden of interest 
charges, causing default. maturity 
of the principal of their debt, 
and bankruptcy—because conditions 
make it impossible to earn those 
fixed charges 

The English railroads sought to 
meet that difficulty through the is- 


| Suance of bonds having no fixed ma- 


turity date as to principal. In that 
way. those railroads avoided the ne- 
cessity of periodically refinancing 


when the due date of the principa, 
of their bonds arrived. But even that 


English device does not go to the 
heart of the difficulty. For even such 
bonds bear interest which. unless 


paid upon a certain date, precipitates 
default and. in effect. matures the 
legal obligation to pay the princi- 
pal. And it is the disastrous effect 
of defaults, which occur because of 
the inability to meet the legal re- 
quirement to pay fixed interest 
charges. even when not earned, 
which constitutes the principal de- 
fect in the method of financing 
through interest-bearing securities. 


Stock Financing Now 
Advanced as Remedy 


Accordingly, for many years, the 
suggestion has bobbed up, again and 
again, that railroads be reorganized 
financed through 
the issuance solely of shares of stock 
And if we inquire into the reason 
for that recurrent suggestion, we 
might conclude that 
appropriately applicable not only to 
railroads, but to other major indus- 
tries 


and subsequently 


For it has been often observed that 
when a railroad unable to meet 
ils interest charges. and is forced 
into bankruptcy, that the princ:- 
pal of all its debt matures, the bond- 
holders are almost invariably injured 
Immediately upon the appointment 
of a receiver or trustee, it is the 
usual practice to suspend in whole 
or in part the payment of interest, 
and in that manner the bondholders 
suffer 


But there is a more important 
cause of injury to them. Theoreti- 


_ cally the bonds call for the payment 


of the principal and interest of the 
bonds in cash, and theoretically, 
when there is a default the bond- 
holders have a right to have the 
property solid for cash, and to re- 
ceive the proceeds in cash until! they 
have been paid in full. But every- 
body knows that a railroad, when it 
becomes financially embarrassed, is 
not, in anything but form, sold for 
cash, and that the bondholders do 
not receive payment of their bonds 
The foreclosure is purely forma!, and 
not real. What actually occurs is 
what is known as a reorganization 
And the reorganization terminates in 
the formation of a new company 
which issues new securities in ex- 
change for the old bonds. Usually. 
those new securities are in part 
bonds and in part stock, and the new 
bonds are usually subordinated 
bonds, because new money is re- 
quired, and for that new money prior 
lien bonds of the new company ‘are 
issued, which rank ahead of the new 
bonds given to the old bondholders 
Since reorganization of most of ou! 
railroads has been a periodic phe- 


railroad bond is in fact not a bind- 
ing promise to pay the principal! and 
interest of the bond, but contains 
ar implied option, running to the so- 
called borrower, to issue to the bond- 
holder, in place of payment, a new, 


_ Junior bond and some stock in a re- 
company 

And the reorganization is not a 
It usually occupies 


organized 


Speedy process. 


pur- * several years 


the chief beneficiaries are 
yers, the accountants and 
ganization bankers 


the law- 
the reo! - 


A Bond No Guarantee: 
Danger in Reorganization 


The purchaser of a railroad bond 
thinks that he is receiving an un- 
equivocal assurance of the paymen' 
of interest and also of the principal! 
either at maturity 


or in the event 
of a default. He it. in fact. receiv- 
ing nothing of the kind in most in- 
Stances. The agreement to pay the 
interest and the principal cannot be 
carried out unless the earnings of 
the railroad are sufficient And 


when hard times come, as they re- 
currently do, the earnings are not 
sufficient 

A railroad bond is therefore merely 
a claim to a portion of the income 
of the railroad, a claim which ranks 
ahead of the claim to a portion of 


The net result is that © bondhoider as 


holder 


Corp 

000 000 
through 
hares of common stoc 
mented bY a draft on 


~ 
asn 


Also $30.000.000 of 


nded 
companies was then retired 

That transaction relieved 
Corporation of a charge of 
$31,000,000 a year. It tun- 
ately necessary to speculate 
as to what would be the condi- 
tion of the Corporation today 


the iedDt of subsidiary 


ine 
abdout 
is 


not 
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that income which is represented by « 


it is perhaps | 


Every railroad bond is thus, in last 
analysis, merely an income bond of 
a certain kind. And the provision 
of the bond calling for the payment 
of interest, instead of being w the 
advantage of the bondholder be- 
comes, in a period of drastically re- 
duced earnings, a source of grave 
injury to the bondholder. He would 
often be far better off if. instead ol! 
having a theoretical right to interest 
which, when not realized, precipi- 
tates the railroad into wasteful and 
expensive reorganization. he had a 
claim to a portion of the profits, pay- 
ment of which was not legally re- 
quired except when sufficient profits 


were earned 


Now, there are such things as in- 
come bonds which expressly read in 


| that manner as to interest—that ls, 


bonds which say that the interest is 
to be paid only if it is earned. But 
experience has shown that those in- 
come bonds are very much like pre- 
ferred stock without voting rights 
And many students of railroad 
finance believe that bonds of that 
kind impede railroad financing. and 
should never be employed 


New View of “Interest” 
In Corporate Financing 


The history of railroad finance, 
therefore, goes to show that, so far 
as railroads are concerned, the in- 
vestors would perhaps be far better 
off if they realistically recognized 
that they had only a prior claim 
against earnings and if, therefore, the 
securities issued to them consisted of 
stock, entitled to earnings. out nol 
sO legally devised as to cause defaults 
and costly and wasteful reorganiza 
tions in the event of defaults 

In other words, the history of rail 
road financing goes to show that 
maybe, at least with respect to rall- 
roads, we need to take a new atti- 
tude concerning interest: that. while, 
in earlier periods, the condemnation 
Of interest-taking-—whether it pur- 
ported to be based on theological, or 
moral, or economic grounds—was 
founded upon a regard for the bor- 
rower, today we may perhaps need 
© pul severe restrictions upon in- 


: | terest-taking, out of regard for the 
nomenon, this may often be said: A | 


welfare of the investor 

And if that should turn out to be 
true as to railroad financing. it may 
be that it would be equally applica- 
ble to the financing of our other 
gieat industries. For much the same 
conditions often maintain there as 
in the fleld of railroad finance: De- 
faults in the payment of interest on 
bonds often cause bankruptcy and 
reorganizations, injurious to the 


| dividends 


cumulative 


had it been required to pay this 
heavy interest charge during the 
depression years.” 


It would thus appear that for a 
lime, al any rate, one of our greatest 
industrial corporations reverted, 
after a fashion, to the wisdom of the 
Church fathers with lo in- 
terest 


respect 


Effects of Defaults 

In Depression Times 

Up to 
calling you! 
effect of 


Dusiness enterprises 


been 
ly to the 
individual 


minute, I h 
ettention 


ave 
mere 
defaulls upon 

Bul 


ne con- 


guences en 


Whe 


calel 
come 


agnituds a <dcpression 


then imuitaneou or 


most simultaneously. the earnings of 


most industries begin to shrink Ww 
tne point where inlerest charges Can- 
not be met, and where deftauils, over 
a wide area, accordingly occul 

As a consequence, the Kind of busi- 
ness paralysis happens which can oe 
overcome oniy Dy Dankrupicy, not 
only in one industry, bul in numer- 
ous industries. And severe contac- 
tions in one sector of Dusine aug- 
ment the difficulties in other sectors 
so that the effects inter-act and are 


A long and complicated 


series of bankruptcies begin, and 
grow longer and longer 

And thus a depression, which 
might otherwise be restricted in scope, 
grows rapidly and disastrously. De- 


fault-creating interest charges make 


for bigger, and deeper depressions 
The creditor is, seemingly, victimized 
by interest, and the entire economy 
suffers from tragically serious 
spasms. Thus a large volume of long 
term ioans, because of their inelas- 
ticliy, may threaten to impair the 


profit system 


The claim on the corporate earn- 
ings represented by a share of stock 
is Of a different kind from that rep- 
resented by a bond. The claim to 
is elastic and varies with 


the corporate earnings. If a com- 


pany fails to pay dividends when its, 


earnings shrink, bankruptcy does not 
ensue 

The investors in bonds have often 
been fooled by what is often little 


more than a formal lega! device 
They have apparently given too 
hyuch heed to the words used by 


sawyers. They think that since they 
are called ‘ creditors,” and since the 
company has agreed in writing to 
pay them fixed sums on fixed dates, 
they are secure from the risks and 
uncertainties of the business and 
that their bonds put them in a po- 
sition which is fundamentally dif- 
‘erent from that occupied by the 


tockholders whom they look upon, 
ilectively. as their debtor. 
That is. the investor who invested 


stocks is considered a part owner 


f the business which is indebted to 
the investor hose investment is in 
ds and who considers himself 
parate and apart—as a creditor. 
Yet o he judgment day. when the 
npa goes into bankruptcy, both 
editors and stockholders become 
reduced to the common denomina- 
tor of risk-sharers 


By no mere legal verbiage can the 
creditor be guaranteed against. or 
insulated from in the earn- 
ings of the company. The paper as- 
wth in many long and 
by the lawyers, 

meaningiess in the absence of the 
brute fact of 
The bondholders’ secure and risk- 
less creditor position is an illusion, 
lawyer-made delusion 


}osses 
surance, set 
complicated words 


corporate earnings. 


The truth of the matter would 
seem to be that the bondholder, the 
so-called creditor, is merely a pre- 
ferred investor, one whose claims 


against the corporate income, if there 
8 any income, ranks ahead of the 
ciaims against the corporate income 
which the stockholder possesses 


Bondholders’ Status 
As Owners in Enterprise 


The bondholder, like the stock- 
holder, is but a part owner in the 
enterprise. It might be said (again 
to dramatize by over-emphasis) that 
he is, in the last push, merely a pe- 
culiar kind of preferred stockholder 
without the right to select the man- 
agement except in the event of de- 


fault, bankruptcy, and reorganiza- 
tion 
It is true that when investments 


in a corporation consist entirely of 
stock, the power of the management 
may be considerably greater. For, 
when earnings fall off, the directors 
can fail to pay dividends. They can- 
not, however, refuse to pay interest 
on bonds without causing default, 
bankruptcy and reorganization. And, 
in such a reorganization, the bond- 
holders are in a theoretical position 


to demand. and sometimes do de- 
mand, that a new management be 
installed 


Reorganization thus creates an op- 
portunity for a thorough scrutiny of 
the past conduct of the management. 
And this opportunity, which is some- 
times availed of, may be highly de- 
sirable. But such scrutiny, via bank- 
ruptcy and reorganization, is an ex- 
cessively wasteful means of obtain- 
ing such an investigation into the 
past conduct of the management. 
We may perhaps, conclude that, if 
possible, other devices for procuring 
uch investigations should be de- 
vised 

It is also true that when a corpo- 
ration is financed entirely through 
stock, an old management can often 
continue in power if it fails to earn 
or to pay dividends over a long pe- 
riod. But many corporate charters 
provide, and all corporate charters 
could be made to provide, that in the 
event of a failure to pay dividends 
on preferred stock for a given period 
the voting power shifts and is re- 
stricted to that preferred stock which 
hereby. as a class, becomes vested 
with the power to oust the old man- 
egement. The right to change the 
management can thus be procured 
ior those having preferred claims 
against the earnings without the 
of resorting to the hide- 
ously expensive and drastic remedy 
of bankruptcy and reorganization. 


Bonds Compared With 
First Preferred Stock 
See where this may lead us 
all is said and done, the chiel dif- 
ference between the bondholders as 
a class and the first preferred stock- 
holders as a class, is that the bond- 
holders, if they do not receive an 
agreed share of the earnings, are in 
& position to cause bankruptcy and, 
only in that manner, to oust the old 
management. As long as the bond- 
holders receive their share of the 
earnings, they cannot disturb the 
Management and have no right to 
participate the election of the 
management 
If, hows 
case, fol 
phasis 


necessily 


When 


hi) 
ver-—-tlo pul an extreme 
purposes of dramatic em- 
all investors now holding 
bonds were, instead, preferred stock- 
holders and their preferred stock 
contained appropriate provisions for 
preferred or exclusive voting when 
dividends are in arrears, they would 
have virtually all the advantages 
which they would have possessed if 
they had been boncholders, and they, 
and the economy as a whole would 
not suffer from the periodic whole- 
Sale application the disastrous 
remedy of bankruptcy and reorgani- 
zation which occurs when a depres- 
sion commences. 


ic 


o! 


It should also be noted that the 
desire of management to avoid de- 
faults in interest often puts such 
pressure upon management, in its de- 
Sire to avoid criticism and ouster, as 
to induce management to skimp nec- 
essary and desirable expenditures for 
mairtenance of plant and the like 


[Continued on Page 12.) 
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has happened in 


Acid. oe- 


oraer 
be met. W 
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cause of inal 
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nai 
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injurious such conduct may pe 
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the investors ana ne whnoeie 
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Corporations Financed 
Through Stock Issues 


It would seem io oe 7 ic 


laree corporations cannot be financea 
aoiciy tnrougn Wie issua 
Some of our largest indusira: coe 
porations have det principally 
financed in that manner. N it- 


less. a considerable amouni: « 


ine of our industrials, and especia:) 
of our public utilities. has been done 
through the use of long-term dongs 
and. not infreque with unfor- 
tunate equenct 

The same may be said Wilh fre- 
spect to the financing of real estate 
improvements We al accus- 
tomed to mortgages on real esate 
that we have given littie critica: re- 
fiection to the havoc often wrought 
by interest defaults. foreclosures, ana 
insolvency. when building ¢arnings 
proved periodically insufficient ww 
fixed interest charges 


Whethel 
through bonds or preferred sock ot 
common stock is often determined 
not by “cconomic principies” dul OY 
custom, the habits of bankers and 
the current prejudices of stors 
Accident, too, plays a part: In New 
England, for example for 
a long time. and probably there stil 
ir. a prejudice against the 


ompanies hnance 


invet 


inere was 


issuance 


of bonds by a new manufacturing 
enterprise This prejudice, it is 
sometimes thought, resulted, in some 
part, from the fact that. for a iong 
time. most of New England States 
imposed a tax on bonds whereas 
Stock was tax-free. There are tash- 
jons in securities just as in ciothes 
or automobiles or many other thing 

For a while it was considered good 
financial merchandising to issue 
Class A and Class B stock: alter a 
time this practice lost favor in- 
vestors. The use of income bonds, 
to which I referred a moment ago 
is really a concession Ww investor- 
habits. The income bond, as I have 
said. is little more than a voteicss 
preferred stock, but the name “bond” 
i: retained largely to satisfy investors 
who want to buy bonds. It gives 
them visceral satisfaction 


What Distinguishes 
a Bond From Stock 


The principal characteristics of a 
bond which distinguish it from stock 
are, first. that a bond contains a 
promise to pay fixed amounts, at 
fixed intervals: second, that it has 
on paper. a fixed maturity date, and 
third, that the bondholders have a 
certain legal right—the right to fore- 
close in the event of failure of the 
management to meet the terms ol 
the bonds. We have seen, in the in- 
come bond, a tendency. although in- 
adequate, to get away from the fixed 
promise to pay. The British raii- 
road bonds evidence, too, a desire 
on the part of British railroad cor- 
porations to avoid the burden of a 
Stated maturity date. Just the other 
Gay an American industrial company 
announced its intention of issuing 
what is called “Debenture Shares” 
which the company described as “a 
corporate contractual obligation of 


—— 


indebtedness without fixed mMma- 
burit: 

But both that type af bond and the 
British railroad bonds contain the 
troublesome feature that bondhoild- 
ers have the legal right to demand 
payment of principal in the event ol 
non-payment of interest When 
bond-buvers can be made to realize 
that this feature of the bonds is, 
clte without real meaning, then 
perhaps we shall see corporations 


and railroads giving up the bonds as 
a means of raising capital 

To sum up: One of the most com- 
monly accepted, and vet, apparently. 


ene of the most disturbding,. ciements 
in our mode apitalist economy, is 
the recurrent necessity imposed on 
pedusts { meeting fixed interest 


long-term debdts. It seems 
nt depressions by the bring- 


ing upon us bankruptcies and re- 
cciverships, costiy. wasteful, destruc- 
tive. We have, perhaps, heretofore 
too uncritica accepted. as an in- 
herent part of our profit system, 
that a large portion of investment 
in our industries should consist of 
such long-term interest-bearing ob- 


ligations with a legal requirement to 
pay interest regardiess of earnings 

It may that is an instance 
ofa —the failure 
edapt customs to altered conditions, 
of social habits after 
have become anachronistic and 
harmful We can observe 
ostances of that Kind in primitive 
cummunities In a certain island 
of Oceania.” says Ruth Benedict, 
“tish-hooks are currency and to have 
large fish-hooks came gradually to 
be the outward sign of possession of 
ereat wealth. Fish-hooks therefore 
are made very nearly as large as a 
man. They will no longer catch fish, 
of course. In proportion as they 
have their usefulness they are 
supremely coveted.” 

Perhaps our devotion to interest is 
our kind of fish-hook—which we do 


thal 
iitural to 
a retention 
ihe 


SOCIALLY 


ot recognize as such because it is 
imbedded in our own folk-ways. As 
Maitiand said Superstitions look 


odd when they have ceased to be our 
own superstititions.” Our own 
perstitions are often as off as those 
we have discarded 


Too Much “Interest”: 
The Question Raised 


It would seem that perhaps it is 
t'me to consider carefully whether a 
movement away from such interest- 
bearing 


securities toward what are 
known as “equity” securities would 
not. because of the increased fiexi- 


bility, Dring greater security to all 
investors and do much to eliminate 
one important factor tending to un- 
cermine the profit system. I recall 
to you the fact that one of our best- 
loved popular philosophers, the late 
Will Rogers, was fond of saying, “The 
main trouble with the world is that 
Old Man Interest’s got us.” 

understand that I am 
raising for discussion, and 
not purporting to answer, the ques- 
tion: Do we not have too much in- 
in interest? ‘And, even in 
raising it tentatively, any attitudes I 
niimate are to be taken not as an 
oficial statement but as personal to 
me.) 


Lessons That May Be Had 
From Insurance Companies 


That question cannot be answered 
adequately without the most pains- 
taking and elaborate study of insur- 
ance company investments. The 
S E. C., in connection with the work 
of the so-called Monopoly Commit- 
lee, is moving towards a beginning 
of such a study—which will, of 
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surance company execculives and cx ex ides 
perts. As State laws stand toda! lle i) and 
life insurance companies in- actio It ha ech weil 
vest at all extensively in shares oj wid thal none e alll 
stock. It is interesting Ww noite are 
to a considerable extent. fire insur- P ip.es A principie is what a 
ance companies have invested in Pp incip.e Gor And we must not Of 
such shares. One of the questions e as to ra if Cus- 
th needs to be carefully canvassed ‘0? VOrS py hem und the 
is whether life insurance companit ca 
should not also make such inv Gat ol 
ments 

In order, adequately, to compre- 
hend what would be the effect of a “FUNNY 2 have 
substantial shift from bond financ- ** 
ing to stock financing it would also 
be necessary to study. exhaustive!) 4 means of ht 
the needs of savings banks and of “ AG De 
the savings departments of commer- ~* WEES, 
cial banks. Laws regulating thei cst ¥ 
investments and obligations should awe MACH, 
of course, be carefully canvasse: ene 
And the same is true with respect to ea 1¢ Middie But 
the statutes regulating the invest- act would not necessal 
ment of trust funds un Wisdom 

In all of the foregoing. I am, of Will “Interest” Prove 
course, not dealing with commercial 
short-term loans by banks. For the An Economic Sin? 
financing of ordinary short-term Practices once « ed and ihen 
commitments of industry ‘for WorKk- sbandoned can. sometimes. wisely b 
ing capital, purchase of material revived. Chesterton said that Medie- 
and the like) such commercial bank ae 
loans. bearing interest. are. of course, had not been tried 
in an entirely different category and found wa but had been 

found difficult and left untried. The 
Profit System Under future, he remarkes iften ed 

The Communists insist that 9} tion is knocking our doo! To 
profit economy can endure—even in © comment tha “a can’t put the 
these United States. They base that pioee pack” he replied rhe simple 
conclusion on severe criticisms of and obvious answet ou can’ A 
certain unfortunate consequences Of pine Heine a picce of human con- 
past operations of our profit econ- ‘truction. can be restored by the 
omy. Those, like myself, who do not | 

. human finger to any figure or hou! 
agree with their conclusion, and who 
believe that we can. by the careful While that is, paten 1 danger- 
use of intelligence, maintain a profit | MS!Y Oversimplined statement ‘since 


system inside our democracy, mus' 
pay heed to their criticism, to the 
cxtent that they are valid, and show 


noveities which which 


we are to 


that a profit system can endure and avoid chaos) 
that our population. inside a politi- me truth in Chest 
cal democracy. can flourish by adap- 5 “ere is in Nis arrestu 


tation and changes in our conduct “I merely claim m) 


ve 


a 


modern industrialism had introduced 
a 
version to many old ways of life, if 


re- 


ere 


ftitude 


sla‘ement 


of our profit economy. We must, | ‘00% in the univel and I shali nol 
that is. answer their criticisms by ®¢" inal any of inem 
deeds and not by mere angry word Decause iney have dee 
We must reconsider certain of our here 
customary habits and attitudes of our present cusiom 
which grew up and have existed for And the change can con 
only a relatively short time, and part. in the revival, and 


which today seem to produce highly to current 
undesirable effects. We must not 
misied by foolish and short 


pe and ‘That 


naoits 


sighted 


affair OT py 


port 
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Medieval outlook which led to a con- 
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Alfred P. Sloan, Jr. | 


“More Work, Higher Wages,” 
His View of Corporation Aims 


EADLINES 


news 


blazoned the good 
General Motors was 
recalling 35,000 men to work and ad- 
usting wages upward, and Alfred P 


na 


Sloan, Jr. smiled. A time to which 
he had been looking forward for 
months had arrived. 

As chairman of the General Mo- 
tors Board, Mr. Sloan made the an- 
nouncement in New York in a mat- 
ter-of-fact way on Oct. 18. If there 

as no drama in his words, the 

atement Was Tramatic in 
plications and drew forth dramatic 
reactions in the 39 cities which will 


feel the effect of larger pay rolls 


The scenes in 
those cities might 
have recalied to 


the chairman his 
own earlier years 
when jobs were 
not had for the 
asking. That was 
before the motor 
age 

A friend of his 
father was inter- 
ested in a new in- 
vention, a roller 

he opportunity to develop 
‘ted the industrialist-to-be. 
Realities of business gave him an ex- 
perience to be found in text- 


Alfred P. Sloan, Jr. 


pearing 


AvLiia 


not 


books. All was not easy as he tried 
to turn the potentialities of the 
rolicr-bearing into profit 

But. to use his own words: “Then 
along came the motor car. So you 


see it was nothing but luck that put 
me in the way of success.” 

While 
himself, 


sters of 


using the word “luck” abou: 
Mr. Sloan advises young- 
the present generation that 
ihe essentials for success in 
the ability to get people 
towether and to encourage 
initiativ Associates say 


among 

industry is 
work 
individual! 


demnation of interest we should per- 


haps return to—returning, not full 
circle, but, so to speak, as if on an 
ascending spiral, returning, that is, 


a more sophisticated level, to an 
of the fact that too 

if it be not a moral, 
may yet be an economic sin. 


appreciation 


mucn interest 


that his own abilities along 
lines account for his success 

Becoming a major figure in the 
automobile industry in 1916, Mr. 
Sloan assumed leadership in General 
Motors seven years later. He realized 
that responsibility went with suc- 
cess. In his latest statement of that 
realization. accompanying the re- 
employment announcement, Mr 
Sloan said 

“The corporation recognizes its re- 
sponsibility, not only in its own in- 
terest, but in the interest of its 
workers and of the national econ- 
omy as a whole, to provide as much 
work as it possibly can and to ailo- 
cate the amount of work availabie 
so that it will produce the most bene. 
ficial results to the individual cm- 
ployes, as well as to the community 
as a whole.” 

These words and the Increased em- 
ployment had more than ordinary 
meaning to Washington officials. It 
was recalled that late in 1937 Mr. 
Sioan had said cooperation between 
egriculture, industry, finance and 
Government is essential for an en- 
during recovery 


“The spirit of industrial enterprise 


. must be re-established on a firm 
foundation by demonstrated fact 
and understanding as to objectives 
and methods before American indus- 
try can go forward with confidence,” 
Mr. Sloan added 

Now General Motors is going [or- 
ward, Mr. Sloan’s judgment is cred- 
ited in the business world That 
these facts portend more cooperation 
of the sort advocated by him is the 
expressed hope in both private and 
official quarters. 


Walter P. Stacy 


Chief of Board Investigating 
The Rail Controversy 


HE country is looking to Walter 
P. Stacy, Chief Justice of the 
Supreme Court of North Carolina 
as much as to any other one man 
just now for fulfillment of its hope 
that railroad service will not be 
paralyzed by a strike at Christmas 
time. 

The jurist is in no position to fore- 
Stall a strike by his own power. But, 
as chairman of the emergency board 
appointed by President Roosevelt to 
report on the facts of the contro- 


of he Week 
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those * versy, 


+ 


he may build up a record 
which will force one side or the other 
© give ground in time 

After three weeks of hearings, the 
board was working against time 
ast week under the experienced 
leadership of Chief Justice Stacy. 
The report must be made by Oct. 27 
and he has reason to know what that 
time limit means. 


Five times be. 
fore, this tall son 
of a Methodist 
minister has sat 
on similar boards. 
It was with this 
background that 
he explained 
Quietly at the 
opening of hear- 
ings a desire “to 
geta full pic- 
ture.” Facts, not 
declamations, im- 


Walter P. Stacy 


press him 


Born 54 years ago in Ansonville, N. 
C., Walter Stacy studied both the arts 
and law at the State University and 
practiced only six years before don- 
ning judicial robes. The character 
of his service on the bench brought 
promotion within the State and rec- 
ognition outside 


Both President Coolidge and Presi- 
dent Hoover called on Chief Justice 
Stacy when strike troubles threat- 


ened among railroad workers. His 
efforts bore fruit 
The public service of the North 


Carolinian has not been confined to 
work on questions affecting the rail- 
road industry. In 1931-32 he headed 
a commission which drafted a new 
constitution for his State. And un- 
der NRA he was chairman of the 
steel and the textile labor relations 
boards 

The present assignment is the most 
important yet. All other of the nine 
fact-finding boards set up since en- 
actment of the Railway Labor Act 
twelve years ago have had to do with 
local quarrels But Chief Justice 
Stacy finds himself concerned with 
€@ national question. one which con- 
ceivably could result in the most 
costiy railroad strike in history 

The breadth of the problem makes 
littie difference to the chairman. 
With him, the procedure is the same 

be it a question affecting a few or 
many. That is, to lay bare the real 
situation. 


You 


wx 


| 


ee 


tell Aim there’s 
fishin’ 


Let the Weather Man talk. Let the 


experts scoff. Youth goes fishing for the 
fun of it...in all kinds of weather...in all 


kinds of waters. 


The man who has lost the spirit of 
youth is too busy with gloomy forecasts 
to gather bait, much less go fishing. 

Men with the spirit of youth pioneered 
our America...men with vision and sturdy 
confidence. They found contentment in 
the thrill of action, knowing that success 
was never final and failure never fatal. 
It was courage that counted. Isn’t oppor- 
tunity in America today greater than 


it was in the days of our grateful fore- 


fathers? Good! 


tese ANHEUSER-BUSCH. 


ae 


S 
~ 
| 
| 
ll | 
oa Live Life ... €very golden minute of At 
TAY. 
golden drop of it 
|| 
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GREAT BRITAIN LOOKS TO HER EMPIRE: = ‘SOUPS a 
THE PROBLEMS OF PALESTINE, HONG KONG o 


+ In line with this new policy, British © from the successful Japanese drive * ulated lands, both sides appealed to 


tr lea ned out sis Arab rey - Lo Chancellor Hitler for au port He 
jutionists in Jerusalem last week Whe he army of Nippon entered endorsed the principle that Hunga- 
rhe ancient cit cradie of three Canton iast week. a Dage was turned rian- ulated lands should be re- 
HE British lion appears to be =a pop 


after 
lean erasers and then 
hurried home. chilled and tarn- 


monotheistic religions, has been an British imperial history. The im- | turned to Hungary, but was cold to ished, to discover the old soup 
t serve im- | 

ogre ggg « ‘ informal capital for the Pan-Arab portance of Britain's stronghold at | the plan to wipe cut Ruthenia kettle steaming on the stove, 

t ttenti the 
perial interests. Attention movemen* From the ancient war- Hong Kong Was reduced almost to And thereby hangs a tale of what you ll understand the thrill that 

t] rens of Old Jerusalem, the inner cit nil Decalise Japanese troops now hold | happens when two dictators covet the 

to vital areas in Palestine and the 


lolks get when they first taste 


Arab chie itain hav directed a ho the I iT ad ‘nat connects Hong } leinz Home-stvle Soups! E.wery 


Far East. war against the Jews and the British 


For some time Pan-Arab move- 


same objectives. 


' one ot these 22 creations is 
ments have been eating at British ave Wen: a homey, old-fashioned dish cooked 
Mosiems have ema istrated thei A Check to the Reich? the painstaking. small batch way. 
wh army, police torce A \nd every one is fully prepared. 
and native underground government common frontier between Hun- “Sf Hen. < 
gary and Poland would be a Magyar- Serve Fleinz Soup soon—and see 
Britain has time to pay Bloodshed Again | Polish wail between Czechoslovakia = doesn't a, pleasant 
emories 
attention te Empire teen. | and the plain that leads to Russia. memories from way-back-when! 
| In Jerusalem Streets It might stop Hitler's drive to the 
bles again. Is it too late? A But the Holy Land question was — ' hs » — 
far fram «ettied bh of the dimf- ungarys case as een ac 
problem in the Carpathians. antes by Premier Mussolini with varying 
Are Hitler and Mussolini of the Near East a continu source intensity since the earliest days of 
of trouble is the fact that durine and the Czech crisis. The Italian Duce 
really friends? Significance after the World War Great Britain made it obvious that more than one 
made two conflicting promise«’ Ene dictator wants to play protector to 
battle of Munich. end Arabs that they might have Pal- To the west of the Carpathians, 
eatine ac the at 1] home Jews however, now stands Herr Hitler, who 
and Arabs both took the British at | has just opened a door for Germany 
supremacy in the Near East and ‘heir word toward Rumanian soi] and Russian | 
Japanese troops have been boring Great Britain hasn't vet deG@ded Harris & Ewing | Wheatfields by taking Sudeten Czech- | 
into British zones of influence in how to achieve the difficult ‘ib of TRADE SPECIALIST osiovakia and twisting Prague's policy 
China. The hands of London states- appeasing both religious groups. A Lynn R. Edminster, recently ap- into the Nazi line 
men were tied all this summer by the plan to partition Palestine into a pointed special assistant to Secre- Even though the Hungarian ambi- 
dangerous European situation. con- ; Jewish and an Arab state. separated tary Hull in connection with trade | Uons are backed by Mussolini. Heri 
sequentiy Great Britain is only just vy a pure British colonial area treaty work. Mr. Edminster had Hitler made it plainly known througy, 
Starting to concentrate on troubles has bee vio. LV opposed OV SpoKes- been working in the trade treaty | an official newspaper last week that 
in Palestine and South China men for both faith< A roval com section of the Department as an | Ilungary cannot have Ruthenia. It 
The “Big Four” conference settled Mission will report to London at the economic analyst. iS generally felt that Hitler will 
the European crisis for better or for ‘4 of the mont! | *Mash the plan for a Polish-Hun- 
worse. bul for a long time to come eS eee 


as far as the British were concerned Japanese in Canton Kong with the Chinese mainiand | Though the objectives of Italy and 

It is expected in informed circle nd Japanese forces control all the | Germany are opposite on this ques- 

Menace to Hong Kong Strategic points around the Brit ion of satisfying Hungary com- 
that no matter what happens in pistely, Italian newesaners insist. that 
Europe British atlenwuon in ne Briti«h empire ntieres are it sorted ti Gi B: ‘ pe — 
mediate future will be rivetea on eopard ear Hong Kong. Great It was reported that Great Britain | the Rome-Berlin axis is as strong 
empire questions rather thanon Nazi Britain is doing what it can to sal- madiatce im the @ine-Jananese | 
Germany's European expansion vage something for British investors | Me Diplomats of England and France 


but few commentator are wa ching the Hungarian-Polish 


maneuvers closely. Any weakness in 


° ing such an offer the axis that is supposed to link 
Challenge to the Reich a Germany and aly might be 


con- 
New Crisis Brewing verted into capital for the democ- 


For Latin America Trade _ "" Europe? | 


ee what Japan could gain Dy accept- 


SOUP SALE. 


At Grocers Everywhere! 


Bus\ elsewhere cementing loosened — 
-_ empire bonds, British statesmen had 
ERMAN success in signing trade The tabulations below show that ttle time to watch a new European 
pacts in eastern Europe has re- Nazi sales in Latin America increased | ..) 
vived an old American boge! remendously when the intense Ger- They mieht have looked at that 
J s ing) 
the United States lasing to German: mam trade to eepled corner of Europe where the 
in Latin-American trade | | ‘ow-capped Carpathian mountains 
Germany's controlled economy is mai i meeting ground for 
pitted against the free-working Uni- have decreased. This is said to be ee mania Hungary 
ted States trade sysvem ase PACT) 01 ad lif GLA) iionment i} Di H a} d and a CTiISiS 
twenty republics ine South Al me Vie 1 at aT the strength 
The results of this contest shoW zuela and Ecuador, for exa nple. nave of the ties of [friendship Detlween 
what happens when a strong democ- ieee it penalty cuties Ado)! Hit er and Benito M issolin! 
racy meets a strong dictatorship in Gern ; vary. thirsty for twenty years 


the market piace. These results are The 
to be found in a study of the trade 


e German increase Was for lands joat after the World War, 
ied and in some cas¢ OULSLFIppea ays claim to the Magyal -populated 
figures made available to The United py larger United States sales to Latin parts of Czechoslovakia. In addition, 
States News by whe Department of America. Great Britain has felt th: Huneary is anxious to snip off the 
Commerce effect of the Nazi competition in Ruthenian end of Czechoslovakia en- 
Though the United States has three Latin America more severely than rely and so have a common frontier 
times more trade with Latin America has the United States with Poland 
than has Germany. commercia! con- 


The table also si.ows the percen.- Negotiations have been going on 
quest of the southern continent has age share of the United States and ha cly between Hungary and Silo- 
become a prime Nazi objective Germany in Latin-American trade yakia. now an autonomous part of 
The same methods that gave Ger- during the last two and one-half the : mp state that is ruled from 
many control of more than half of 


years. Clues to supremacy in the | Prague. When the Slovaks appeared 
eastern Europe's trade are being ap- trade race are to be found nvenerous with their Maegyar-pop- 


plied in Latin America—but with dif- iifferty hares of trade each c: 
ferent results. 


Percentage Share of United States and Germany 


In Sales to Latin-America | 
1936 1937 1938 
First Hall 
U.S. Ger U.S. Ge G 

146 193 164 103 191 102 
292 12.7 27.7 133 
222 235 23.1 23.9 43 241 
254 287 29.1 260 2995 242 
Colombia ..... seecce 413 22.2 4485 134 472 180 
Coste RICA ...ccccces 436 236 125 23.1 481 208 
Cuba oe» O44 46 6686 45 712 41 
Dominican Rep. .... 48 2 0 THE SIATY SPECIAL 
Ecuador 288 212 336 «241 335 264 ‘ 
Guatemala ......... 424 310 453 324 458 336 
.565 65 $10 7.1 5} 69 
Mexico SOS 182 627 1546 ADILLAC ANNOUNCEMENTS THE NEW CADILLAC SIXTY SPRCTAL There are also two distinguished new Cadillac. 
MS 942 15.2 —and its companion car, the new Sixty-One— leetuwods, the \ and the V-16, which farther 
Panama 515 43 AL 5 4 56 78 are invariably the outstanding again have no Competitors in thew teld. Leader- ethance Cadillac s reputation as leader of the fine. 
Paraguay 56 138 76 140 events of each new automotive vear. ship bas beea maintained by adding to all polianes cat fueld. Motorists «ho want unlimited lawury, com- 
320 (94 353 235 362 of performance and by a remarkable prose fort, safety and performance will find these splen- 
Salvador 38 6 31.1 But there has never been a time ment in appearance and appomtments, did new Cuadillars com pletely fulfill their desires. 

36 110 128 156 


when it was so important to visit 


. not available our showroom as it is today. The 


: : : . for its proximity to new Cadillacs and LaSalles, now on 
Percentage Share ef United States and Germany displ 
1936 1937 | that the world knows of luxurious, 
1s comtort. world famo 
Us G | personal transportation. They do 
Ger Ge: U.S. Gi ning rooms, and deft, 
AFBentina ...ceeeee: 12.2 58 127 64 64 11.7 more. Each presents innovations 
78 #615 73 1] unobtrusive service ... For d 
38.8 13.2 $6.3 17.1 35.7 185 in every department of motoring 
Chile 3 22 95 15.0 119 which point the wav to progress 
943 144 96.7 103 531 126 mosphere... he Biltmore 
Costa Rica.......... 443 163 451 195 394 189 a for the entire industry . . . and 
Cuba ... 78.7 16 80.7 17 742 +7 isthechno ce of the travel. h d 

Dominican Rep. 33.0 3.4 wise visitor to New York. red at a price which sets THE LASALLE 

+ 1 28.0 42 THE We urge you to come in today! unbelievable advance in roominess, com- 
onduras ....... 8 13 ort, buxury and safety. And its Cadillac V-8 engine 
Mexico 10.6 56 3 94 BILTMORE is the smoothest, uietest and finest performing 
Nicaragua 554 214 | PRODUCTS OF GENERAL MOTORS power plant ever red in a medium- priced car. 
09 23 18 #175 Madison Ave. at 43 St. 
Peru 193 12.1 22.1 13.4 118 
Salvador ......... 574 143 60.7 112 | NEW YORK YOU DEATR 
Salvador ......... 74 14. 113 | SEE YOUR NEAREST CADILLAC-LA SALLE DEALER 
Venezucla 17.5 20 13.7 24 ° 


available 1938 figures preliminary 
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Price Competition: 
Practice vs. Theory 


Experience upsets some official | 
ideas of price making. One Gov- 
ernment retreat. Happenings in 


steel. 


. 


XPERIENCE is prov ding the Federai Govern 
tself with a lesson in the ali-impor 

ant subject of individual price-making policies 

rv ypes of experiences are included in tha 

ine ype grows Governmen' 

tempt. begun last vear. to break up tne pra | 
re of identical bid corporations sceKin 
Gove nel 

Procurement officials of the Treasury [oun 
that all cement companies—as one example 
were quoting exactiyv | ame price for cement‘ 
regaraies if the distance of their piants fron 
the point at which the cement was to be de- 
livered This looked like collusion to officiais 

To meet the situation. an order was issued th ' 
bids thereafter would call for milis to quote 
prices at the mill, rather than delivered on the 
iob. The obiect was to try to break the indus 
try’s practice of basing prices on certain fixed 
but artificial. points of shipment 


The Identic Bidding 
In Cement Industry 


But. in answer to this move by the Govern- 
nent. the leading companies in the cement in- 
dustry simply did not bid on Government con- 
racts. This left the Government with the prob 
lem of obtaining cement. One element in tne 
Treasury argued that rather than give in to the 
industry the Government should start manulfac 
turing its own cement 

Now, however, procurement officials have de 
cided to rescind the earlier order and to meet 
the terms of the cement industry. Bids once 
again are being asked for cement delivered on the 
job tead of for cement f{. 0. b. the mill 

The cement industry won. but facts in the cast 
are being turned over to the Federal Trade Com 

ission and to the National Economic Commit 
tee. The industry. on its part. argued that & | 
nave acceded to Government demands wouki | 
have led to ruin by concentrating Government! 
orders in plants nearest to bie Government jobs | 
and then leaving those plants without orders | 


when the Government jobs were completed 


Steel Price Cutting, 
A Road to Monopoly 


But then there is the second type of experience | 
The Government succeeded by persuasion, in 


inducing the stee] industry to give up its long-es- 
tablished system of basing prices on the mill 
price plus freight from a series of sometimes ar- 
tificial points of delivery 


With basing sotite removed the industry en- 
tered a period of price competition. United | 
States Steel and Bethlehem Steel, supplying | 
about half of the nation’s steel needs, met price 
cuts by small companies. When the automooie 
industry started to buy heavily there was a | 
scrambie for Dusiness on a mpetitive price | 
basis 

Theoretically this sounded fine. But when on 
recent days sweeping reductions were offered the 
prospect appeared of Dankruptcies in the indus- 
try. or irresistible demands for wace cuts. of a 
struggle for existence that would have left the 
big and financially powerful units in the indus- 
try controlling a larger portion of the industry 
than ever before. Price cutting suddenly ap 
peared to be the sure road to monopoly, instead | 


of a road leading away from monopoly | 


The result was that the very officials who had 
most actively urged price competition in steel 
heaved a sigh of relief when strong interests on 
Oct. 19 stepped in to end the price cutting 

Theory and practice, in two important situa- 
tions, were found to conflict when price policies 
were tested by experience 
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The Voice 
of Government 


DANIELS. ROPER 


Secretary of Commerce 

NDUSTRY is showing evidence of taking up 

the slack in unemployment and moving wo 
higher ground. The resumption of production | 
schedules by the automobile industry is an out- 
standing ilustration of this trend to a gradual 
broadening of the recovery base 

This increased activity is 


prompted by 
flow of a large volume of orders which is more 
in evidence than in many recent months. It 
thus reflects the increased purchasing power of 
the people. 

Increased employment and demands for raw 
materials in the automobile industry will have 
implications among other industries and services, 
including wholesale and retai) 

There is more than one encouraging aspect oi 
this development. It not only opens opportuni- 
ties for self-reliance through private employ- 
ment but lessens the relief responsibility of the 
Federal Government and opens the way to an 
improved budget situation 

The upward movement is both gradual and 
general without the tendency to boom propor- 
tions. Thus maintained, the country will build 
a safer and more enduring prosperity on firmer 
foundations. 

(From a statement at a 
Oct. 19.) 


Lhe 


Lraa¢ 


press conference, 


TV 
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SPENDING FOR DEFENSE—WHAT TRADE 
INDEXES SHOW—COMPETITION THEORY UPSET 


Extent of Present Recovery as Measured 
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HE chart printed above shows the broad outline of what has taken 
place in Qmerican industry during recent months. 
Non-durable goods industries, producing textiles, leather products, 
foodstuffs, tobacco, paper, printing and products of that kind, and dur- 
able goods industries, producing automobiles, iron and stcel, coke, cop- 


1936 


NON-OURABLE GOODS 


1937 1938 


ey Ter Unireo Sraree News 


per, lumber, cement and products of that kind, both show gains. 
Durable goods industries, however 
ground lost in the last depression. 


ward narrowing the production spread between the two. 


. have tarther to go to make up 
Latest recovery efforts directed to- 


ommsgranaes A Broader Base For Greater Recovery: 
How National Defense Plans Will Aid Industry 


HE recovery now under way in American * curtailment that has been going on in install- 


business rests upon a broader and broader 
base. 

Both durable goods industries and non-durable 
goods industries are sharing in the improvement. 
This means that while the production of light 
goods, such as shoes and textiles, is increasing, 
so also is the production of heavier goods like 
steel and lumber. 

Reflected is a wide demand that can feed upon 
itself to produce a much larger degree of re- 
covery than has occurred to date. The fact is 
that some of the Government's guiding econo- 
mists are warning quietly that new plans for 
spending, coupled with old plans, may soon 
set in motion dangerous speculative forces. 

The official record of what has happened so far 
is provided by the chart printed above. This is 
a breakdown by industrial classifications of the 


Federal Reserve Board index of industrial pro- 
duction 


As the chart shows, 
production of non-dur- 
able goods such as tex- 
tiles, shoes, foods, paper, 
printing and petroleum 
refining declined much less drastically during 
the depression that followed August, 1937, than 
did production of durable goods such as iron and 
steel. nonferrous metals, lumber, cement, auto- 
mobiles, glass and locomotives. 


Durable goods production dropped two-thirds 
from its August, 1937, peak, while non-durable 
goods production dropped about one-quarter. 


The recovery that began in June of this year 
has carried the rate of production of non-durable 
goods back over half of the ground lost after 
December, 1936. That was the month of peak 
production of non-durable goods in the last re- 
covery period. 


Heavy Industry 
Suffered Most 


In Depression 


But when it comes to the production of 
heavier types of things that industries and in- 
dividuals buy, the recovery has gone back over 
barely one-fifth of the lost ground. Greatest 
future improvement is expected in this field of 
durable goods. 

It is against this background that the Gov- 
ernment’s economists are analyzing the outlook 
for American business. 

The situation, as these economists see it with 
almost unanimous agreement, is this: 


Production in the lighter industries supplying 
food and clothing for the masses of the people 
now has caught up with the income available 
to buy these products. Any further step-up of 
production, before incomes have increased in 
total, will result in accumulation of inventory. 

In the heavier goods industries the ground- 
work is laid for a much broader advance than 
yet has occurred. 

The automobile industry is offering a new and 
improved product at a lower price. The drastic 


ment credit to finance automobile sales appar- 
ently has run its course and—with recovery 
sentiment firmly established—a gradual expan- 
sion in this field of credit seems assured. 


Reemployment in the automobile industry and 
buying of materials by that industry will further 
bolster consumer income. General Motors is 
adding 35,000 workers to its payrolls, insuring 
a weekly one-million dollar addition to incomes. 


Then other important 
The Plan Now Is moves, based upon Gov- 
To Aid in Field ernment and private 


Of Durable Goods are in the offing 
provide more orders 
for the durable goods Ph and to provide 


more bolstering for consumer income as men 


Recovery forces continue to click. 
Industry steps up production all 
along the line’ What national de- 
fense meons to business. 
dangers. 


Speculation 


are rehired and the contents of pay envelopes 
are increased, 

Government, to date, has been pouring out its 
borrowed dollars largely through WPA. That 
type of spending now is to be checked. 

But a step-up is to occur in spending on large 
scale public works of the type that provide or- 
ders for the steel industry and the building 
materials industry and the machinery industry. 
These public works will include slum clearance 
and rural electrification and local construction 
projects. 

At the same time President Roosevelt is turn- 
ing his thoughts to the subject of national de- 
fense. 

Ahead is some increased spending for naval 
construction, for aircraft construction and for 
armament and ammunition of various kinds. But 
defense, as the President sees it, is not neces- 
sarily to produce the largest navy in the world 
or the largest army in the world. On this subject 
Mr. Roosevelt is advised by admirals and gen- 
erals and by business men and not by New Dea! 
economists. 

The President is told that—from a defense 
standpoint—this country can no longer enjoy the 
luxury of a depression that permits the indus- 
trial plant to deteriorate in comparison with the 
plants of other nations. A nation that allows 
the skills of millions of its workers to be lost, 
that fails to train new classes of skilled work- 
ers, that allows its transportation system to fall 
into disrepair and its power generating and dis- 
tribution facilities to become inadequate to sup- 
port a fully occupied industrial plant is neglect- 


* ing its basic defenses in a dangerous world, ac- 


cording to the advice to President Roosevelt. 


The President definitely is impressed by that 
advice. The result is that, in the name of na- 
tional defense—once the November elections are 
out of the way—Mr. Roosevelt intends to push 
ahead with plans for encouraging improvement 
of the nation’s railroad and utility plant and to 
start rebuilding the depleted ranks of skilled 
workmen. 

If successful in obtaining approval by in- 
dustry and by Congress for the ideas that now 
are taking shape, there will be a new and broad 
source of orders the durable 
industries. 


for goods 


It is at this point that 
A Warning Note: ». New Dea! 


economists 
Danger Signal sound their alarms. 
or Speculation Broad recovery, they 


assert, is under way. This 
recovery now is supported by enlarged home 
construction and by rebuilding of inventories. It 
has been vigorous enough to resist a war scare 
in Europe, an election campaign here and price 
upsets in steel, oil and farm products. 

Now to this recovery drive is to be added the 
impetus of rising production in automobiles and 
enlarged Government spending for heavy public 
works and for additional farm aids, as well as 
increased armament. 

If, on top of all of that, the electric utility in- 
dustry now is to step up its plans for plant ex- 
pansion and if the railroad industry is to be 
aided in a program of modernization there will 
be an almost unprecedented array of recovery 
forces lined up in front of a supply of bank de- 
posits bigger than at any time in history. 

This situation, the economists say, would be 
highly encouraging except for the fact that ris- 
ing activity tends to set off dangerous specu- 
lative forces. 

Speculative forces lead to booms that burst 
in the manner of the 1937 boom. The result is 
that when copper prices rose recently the Gov- 
ernment analysts spotted a danger signal. These 
same analysts are worried about the tendency 
of the stock market to get out of line with earn- 
ings. They are deeply attentive to every sign 
that inventory building may be getting under 
way in industry. 

The underlying conclusion, reached by the 
principal Government economists, is that the 
prospect for American business has not been as 
favorable since the early 1920s, provided that 
speculative forces can be kept in check and 
provided that the Government is able to pull out 
its supports for business once private credit 
begins to take over the load. 

Latest talk is that armament and national de- 
fense may take the part of the veterans’ bonus 
of 1936 as the force that will blow up the new 


recovery into a boom that will burst. 


Owen L. Scorrt. 


Gains in Business: 
Facts and Figures 


| Industry now on higher levels. 
Cause for optimism set forth in cur- 
statistics. 


HE day-by-day record of 


business continues 


developments in 
to provide a statistical 
register of underlying improvement 

Railroad freight car loadings in the last week 
rose to the highest level of ihe year at 725,000 
cars. reflecting a larger movement of goods. At 
the same time all the country saw 
an increase in the volume of electric power pro- 
duction 

The automobile industry estimated that 350,000 
cars would be produced in November as con- 
trasted with 250,000 in October 

Genera! Motors announced rehiring of 35,000 
men and a restoration of pay cuts ranging from 
10 to 30 per cent that had been made last Feb- 
ruary. This means the addition of about one 
million dollars a week to the company’s pay roll 
and a corresponding addition to consumer in- 
comes 

Chrysler Corporation announced gradual re- 
hiring of 20.000 men and the building of work 
forces back near to the 1937 level 

The wave of price cutting that had developed 
in steel, and that already had caused orders to 
dry up as buyers waited for price cuts to spread, 
was ended suddenly. A reappearance of demand 
consequently is expected in that highly-impor- 
tant industry 


districts of 


The Prices on Copper: 
Check to Speculation 


In the copper industry a budding price boom 
was nipped when the international cartel removed 
all restrictions from production in foreign mines 
in order that enlarged demands for copper for 
armament purposes might be filled. This de- 
velopment was highly pleasing to Government 
economists who are on the look-out for specu- 
lative price rises as a danger-sign to the present 
recovery 

The sweeping decline that has occurred in 
farm prices appeared to be well checked. Gov- 
ernment policies now will be directed at bol- 
stering those prices or the incomes of farmers 
whose incomes have suffered because of the low 
prices 

Unofficial estimates are that the index of in- 
dustrial production, after rising from 76 to 91 
per cent of the 1923-25 level between June and 
September of this vear, will rise slightly higher 
in October. A level between 95 and 100 per cent 
of the 1923-25 average is looked for at the year 
end by the Government's forecasters. Above the 
100 level reemployment is expected to be exten- 
sive. Retail trade now is pointing up after a lag. 

Even now, one official estimate is that a mil- 
lion workers have gone back to work in private 
industry in recent months More jobs are 
wrapped up in announcement of one $10,000,000 
plant-construction program in the rayon indus- 
try and two oll projects totalling $35.000.000. 


More Revenue Expected 
From Corporation Taxes 


The result is that nearly all of the current 


facts and figures have an encouraging appear- 
ance 

As a result of evidences of increased activity, 
the Treasury is revising upward its estimate of 
revenue from the 1938 corporation income taxes 
to be collected next year. Even so the total of 
that revenue will be drastically reduced from the 
1937 level when corporation income tax col- 
lections set a record for any period since that 
immediately following the World War. 


TITLE &. PATENT OFFICE 


The Voice 
of Business 


DAVID SARNOFF 


President. Radio Corporation of America 


ESULTS of the experimental! field tests of tele- 
vision in the New York area. conducted by 
the RCA and its broadcasting and manufacturing 
units. have convinced us that television in the 
home is now technically feasible 

Many technical, artistic and financial] problems 
still confront those who would establish an ac- 
ceptable and regular public service of television 
programs to the home These problems must be 
solved before a national service of network tele- 
vision programs can be made available to the 
public 

We believe that the problems can be solved only 
by operating experience gained from actually 
serving the public in their homes. Therefore, 
RCA proposes to begin a limited program service 
to the public from its New York television trans- 
mitter on the Empire State Building. This trans- 
mitter will serve an area having a radius of ap- 
proximately fifty miles. 

RCA believes that the development of its tele- 
vision system has now reached a stage where ‘t 
IS practicable to supply television receivers to 
satisfy the demand of the public in those locali- 
ties where television transmissions are now or 
may become avaliable. 

Therefore, it is planning to manufacture a 
limited quantity of television receivers to market 
by the time the World's Fair opens. A number 
of other radio manufacturers in the United States 
are also preparing to manufacture and sell tele- 
vision receivers in such areas as may be served 
with television programs. 

(From a statement to the Radio Manufacturers 
Association at New York, Oct. 20). 
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+ THE FINANCE WEEK 


NEW FLOOD OF GOLD FOR US:: | 
GROWING PROBLEMS IT BRINGS 


* 


MERICA’S gold hoard increased 

last week to more than fourteen 

billion dollars, or 55 per cent of al) 
the gold in existence. 

That is more gold than the total 
supply in all the world 50 years ago 
It is four times as much gold as is 
held by Great Britain, the nex' 


> 


wealthiest nation. five times as much | 


as is held by France, fourteen umes 
as much as is owned by The Nether- 
lands, and twenty-eight times as 
much as is owned by Belgium 

No signs are yet in evidence of a 
slowing down in the latest gold rush 
to the United States, which set in 
about Aug. 1 as a result of war scares 
in Europe which drove capital in 
flight to this country for safety 


BILLION SINCE AUG. | 

A billion dollars in gold has been 
imported into this country since Aug 
1. Biggest shipments of all were re- 
ported for the week ended Oct. 14 
when $206.654.272 in gold was re- 
ceived here 

America’s gold problem has been in 
evidence ever since Jan. 31, 1934, 
when the price of gold here was in- 
creased from $20.67 to $35 an ounce 

This is the way the gold has flowed 
into the United States as reflected 
in our gold stocks 


Jan. 31, 1934......§ 4,034,867,780 
Feb. 1, 1934.. 7,018,263,925° 
June 30, 1934 7,856,180 556 
June 30, 193. .. 9,115,643,491 
June 30, 1936 ....  10,608,416,678 
June 30, 1937...... 12,318,271,164 
June 30, 1938...... 12,962,923 999 
Aug. 1, 1938 .. 13,017,411,673 
Oct. 19. 1938 . 14,008,491,301 


‘*Increase is due to the rise in the 
price of gold from $20.67 to $35 an 
ounce.) 

Thus, since devaluation of the dol- 
lar in 1934 this country’s supply of 
gold has doubled 

Ordinarily, such a tremendous ac- 
eretion of gold within such a short 
period would be inflationary, with a 


Federal! 


marked effect on prices 
zation operations and other general 
onditions have prevented any 
marked inflationary consequences 
thus far 

Such a huge store of gold, now ly- 
ma idle in the Fort Knox, Kentucky 
jepositary and in the vaults of the 
Denver mints 


may prove the basis 
for inflationary proposals in Con- 
~réss. Enactment of any iegisiative 
proposal to put all the fourteen bii- 


But sterili- © themselves. 


bon dollars of gold in circulation.di- 


rectiy or indirectly would of course. 
have tremendous repercussions 


On June 30. 1929. at the height of 


the prosperity boom, this country’s | 


sold hoard totaled only $3.278.368.764 


More Borrowing 
By Industry: A New 
Sign of Recovery 


RECOVERY sign of importance is 

in evidence in the increased bor- 
rowing operations of industry 

Total of domestic corporate flota- 


oil industry 


tions of security issues to obtain new | 


capital for the last four months is 
approximately $517,000,000. or almost 
as much as the totai 
ceding cleven months. according 
Reserve Board data 


for the pre- 


The monthly averages of domestic | 


corporate flotations for new capital 
m the past four months was $129.,- 
000.000. or more than the monthly 
average of $99,000,000 for 1937 and 
1936 

The increase in borrowing is in- 
terpreted to mean that industry has 
enough confidence in the near future 
to borrow in order to expand, and 
that investors have enough con- 
fidence to make new investments de- 
spite the relatively low yield now 
available on high and medium grade 
bonds 

Figures on new capital flotations, 
it is pointed out, may not reflect all 
the expansion now under way. Many 
more corporations are financing 


“A PROGRAM FOR BUSINESS" 


By LAMMOT DU PONT 


(Continued from Page 10.) 


trust to any one man, to any one 
class, to any one faction, or even to 
any one party. It is a power con- 
ferred by all the people, which af- 
fects the lives of all the people, and 
it should be exercised in the inter- 
ests of all the people in full daylight 


Evils That Follow 
Partisan Politics 


Therefore, I see only one ultimate 
solution. Taxation should be taken 
out of partisan politics’ 


Likewise, labor legislation and the 


- administration of all laws affecting | 
employment should be taken out of | 


politics, because, again, the common 
gcod is involved. 

The great gains made by labor dur- 
ing the past half century are the 
fruits of a national philosophy that 
in the main tenaciously clung to po- 
lLiuical freedom, which generally 
piaced cooperation before coercion, 
and the rights of the many above the 
personal ambitions of the few 

lready deviation from that tried 
course has brought conflict within 
the ranks of wage earners them- 


selves, popular confusion over labor's | 


motives, 
aims of some of its leaders, and an 
uncertainty in the minds of man- 
agement that unquestionably has 
been a brake upon recovery, at an 
incalculable cost to the public. And 
& major portion of that cost has been 


suspicion of the ultimate | 


at the expense of the working man. | 


In the past, American free enter- 
prise has recruited a vast majority 


of its leaders from shop, shipping 


room, mine, farm and office. No im- 


passable barrier has ever stood be- | 
tween the man in overalls and man- | 


agement—on the contrary, the way 
has been open and well-marked. 
' There has been no celling above 
which the hopes of the humblest 
worker could not rise. 


It is to the best interest of labor. 
of business, and of public that such 
a ceiling should never be erected— 
_tnat partisanship should never be 
permitted to blindfold labor with the 
bonds of class. The same fair free- 
com of opportunity for which busi- 
ness asks must also be preserved for 
employes, and a non-political con- 
sideration of labor’s problems alone 
“an preserve it. 

In the main, we have divorced edu- 
cation from partisanship, and no 
change was necessary in our system 
of Government to accomplish this. 
The result has been the building and 
maintenance of schools and universi- 


ties that are the pride of every citi- | 


zen. The success of the public 


school system is due directly to the 
fact that its controversies are settled 
by educators, and that school boards 
have put the interests of the school 
system above mere political interests. 

Likewise, we have put the public 
health above partisanship and recog- 
nized it as a feild in which profes- 


sion judgment should dominate 
purely political judgment. Con- 
fronted by the difficult problems 


taised by motor traffic, the public 
road system has been set apart from 
politics and placed in the hands of 
experts for administration, with few 
cxcepuons 


The Vital Problems 
Of Taxation and Labor 


If it is vital to the common good 
that education be removed from par- 
tisanship, that public health be re- 
moved from partisanship, that our 
highways be removed from partisan- 
ship, it is equally vital that the prob- 
lems of taxation and labor, which 
bear just as importantly on the na- 
tional well-being, should be removed 
from partisanship also. They, too, 
are problems that touch the daily 
living and security of every man, 
woman and child now alive, and ol 
millions yet unborn. Let the solu- 
tion of them be the composite result 
of the nation’s best thought, whether 
it be labeled liberal, conservative, 
leborite or capitalistic, and there will 
need be no alarm over the nation’s 
future or over the future of Ameri- 
can democracy. 


Abundant Prosperity: 
A Goal to Be Achieved 


In conclusion, it is well for us to 
recall that the United States, as a 
new country, has normally been a 
land of little or no unemployment. 
In fact, there has frequently been 
an actual labor shortage. The wage 
trend has been consistently upward. 
Progress has been the rule. All 
éarlier interruptions in those very 
definite trends have been followed 
by an accelerated resumption of 
them, as surely as dawn follows dark. 

Today, a similar resumption of the 
‘aditional forward trends of free 
enterprise is due. Deficiencies in 
plants, machinery, houses and goods 
that have accumulated since 1929, 
constitute immediate needs which it 
would take all of the available labor 
supply to fill, according to every re- 
sponsible authority. Potentially we 
again face a period of full employ- 
ment of every able-bodied worker, 
aud a prosperity even more abund- 
ant than any we Knew in the past. 

The program of American business 
is almed at making that potertial 
prosperity a solid fact. 
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is located in the six 


1928 and 1929 

In 1937 domestic corporate issues 
for new capital were 66 per cent in 
bonds or notes, 34 per cent in stocks 
So far in 1938, the proportion has 
been 94 per cent bonds or notes, 
only 6 per cent in stocks 


New Controls 
Are Sought for 
The Oil Industry 


ECENT price-cutting on crude oil 
has raised the prospect of a closer 
return to something like NRA for the 


After the Supreme Court outlawed 
the “code authority” method of deal. 
with industrial problems, Con 
gress ratified a compact between six 
States for regulation of oil produc- 
tion. But that has proved no barrier 
to unsettling price declines. 

Now, with the approval of Presi- 
Gent Roosevelt, an attempt is to be 
raade both to strengthen the powers 
ot the States under wpe compact and 
to enlist more States), The right t& 
control refining of oil as well as pro- 
Cuction will be sought. 


OIL STOCKS REDUCED 

Production is stabilized. Stocks olf 
crude oil were reduced from 310,000,- 
000 to 280,000,000 in the past year. 
Col. Ernest Thompson, chairman of 
the O11 Compact Commission and ol 
the Texas Railroad Commission, said 
on Oct. 20 that the lower figure was 
about right to balance supply with 
demand 

The difficulty, as outlined by Col 
Thompson, arose when refiners re- 
cently ran huge amounts of crude 
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BROWN HARRIMAN & CO. 


INCORPORATED 


HARRIS, HALL & COMPANY 


The offering 1s made oniv by the Prospectus. 


$80,000,000 


First Mortgage Bonds, 31, % 


To be dated October 1, 1938 


Public Service Company of Northern Illinois 


Series due 1968 


To be due October 1, 1968 


Price 103% and accrued interest 


The Prospectus may be obtained in any state in which this announcement is circulated from only such of the undersigned 


@iare regutered dealers and are offering these securities im compliance wrth the securities law state. 


HALSEY, STUART & CO. Ine. 


(INCORPORATED) 


A.G. BECKER & CO. 


INCORPORATED 


LEHMAN BROTHERS 


BONBRIGHT & COMPANY 


INCORPORATES 


THE FIRST BOSTON CORPORATION 


KIDDER, PEABODY & CO. 


LEE HIGGINSON CORPORATION 
F.S. MOSELEY & CO. 


CENTRAL REPUBLIC COMPANY 


GLORE, FORGAN 4 CO. 


| recom- States alreadv ined An attempt 
+ | or heating oil, producin,, in the | the gasoline surplus depressing prices | mend Congressional approval of re- to do that doubtiess will be made. 
| process a surplus of 20,000,000 barrels | existed. Prices dropped, and produc- | finery control, but the initiative had | I' the attempt should fail, the Com- 
| of gasoline | er- renewed demands for action. This | to come from the States which would pect Commission will seek other 

| Price maintenance and other | was especially true in the compact | do the requlating means to assure orice stabilization 
| agreements between major oil com- States, Texas, New Mexico, Oklahoma This brought up the question of Preparations are under way to 
| panies were abandoned  severa) | Ilinois, Kansas and Colorsdo having more Stat Oring the subject up in a number 

| months ago as a result of prosecu- After conferring with the President | because only about a third of the re i State leeislatures this winter. 
= 

This is an announcement and is not to be consirued as an offer to seil or as a soluttation of an offer to buy the securities herein mentioned. 
it is believed, than in 
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NEW 4-000R SEDAN /889*—_ 


ALSO- ANOTHER BIG NEW OLDS SIX AND 
A GREAT NEW EIGHT AT REDUCED PRICES 


a 


O question about it... the stand-out car for 1939 is Olds- 

mobile! With the pick of them all in the low-price field... 
a brand new, all-new, all-quality Six with a flashing new Econo- 
Master engine. And it’s Olds again in the popular-price field. 
With stunning new editions of the Oldsmobile Six and Eight, 
both with big, roomy, observation-type Bodies by Fisher and 
both reduced in price. See these three great cars... check 
them against the field. There's an Olds for everybody in 1939! 


* Delivered price at Lansing, Mich., subject to change without 
notice. Price includes safety glass, bumpers, bumper guards, 
——_----- spare tire and tube. Transportation, 
state and local taxes, if any, optional 

DOGR SEDAN 


equipment and accessories — extra. 
General Motors Installment Plan. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened ” 

GEORGE WASHINGTON 


“| wholly disapprove of what you say but will 
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USINESS is getting better. 
B Spending by the national government has been 
materially increased. 
WPA rolls are higher than ever. 

When will private spending supplant public spending ? 

Every now and then one is tempted to make an appraisal 
of the economic situation but is restrained by the knowl- 
edge that social and political trends have more bearing on 
what happens in a country nowadays than almost any 
other factor except possibly the impact of war in any ex- 
tensive area of the world. 

We now must assume a period of world readjustment 
Whether in the next five years economic nationalism 
reaches a climax in war the inescapable fact is that domes- 
tic trade will be more rather than less influenced by eco- 
nomic friction abroad and tariff combat though heroic 
efforts continue to be made by Secretary Hull to develop 
sane tariff and trade relations. 

America has thought herself strangely immune from 
world influences. It became politically expedient for the 
Roosevelt campaign of 1932 to refute the Hoover notion 
of a world-wide depression. Also we refused to assert our- 
selves at the London Economic Conference of 1933. So 
it was quite natural perhaps that all our emphasis since 
1933 should have been nationalistic or rather introspec- 
tively domestic. 


REPUDIATION OF : Today, as we note the many bil- 


lions of dollars which have been 


FOREIGN DEBT IN spent on relief, “pump priming” 
U. S. OLD STORY and subsidies, we might well con- 


sider whether many of these bil- 
lions would not have been more productively expended in 
the form of loans to those foreign countries devoid of capi- 
tal, but possessed, on the whole, of a good record of re- 
payment. 

Many Americans have deluded themselves with- the 
theory that the United States is the only nation which 
pays its debts and that foreigners do not. The Brookings 
Institution recently completed a survey published in a 
book called “America’s Stake in International Invest- 
ments’, in which the history of our own foreign lending 
and borrowing for 150 years is reviewed. 

Some of our ardent American isolationists, would do 
well to peruse this history, indeed, for it shows that even 
before the Civil War, some of our Southern States learned 
the art of repudiating debt or settling it for a small frac- 
tion of the par value and that American cities in particular, 
did not hesitate to do what England and France have done 
with their war debts. Let me quote, for instance, from the 
story of American municipal bonds, many of which were 
purchased by innocent European investors who believed 
in Yankee fidelity to debt obligations: 

“Many local governments at that time (the 1870's 
and 1880's) showed a disposition to escape their pe- 
cuniary obligations at all hazards. A Kansas county, 
threatened with a bond suit, elected its officials on the 
understanding that they were to stay in hiding dur- 
ing their term of office, transacting official business at 
the county seat only at night. The officials of a Mis- 
souri county set pickets to guard their meetings 
against the service of writs issued by bondholders. 
Memphis, Tennessee, had its city charter repealed to 
escape its debt. Duluth carved out of its corporate 
territory the new ‘Village of Duluth’ that included all 


of the settlement while the city and its liabilities were 
left outside. 


“Some cases that were taken to the courts were in 
litigation tor periods of thirty to forty years or more, 
at great cost to the debtors and little profit to the 
creditors. That foreigners held some of these worth- 
less bonds and also some of those that were defaulted 
in the nineties is practically certain.” 


EUROPEANSLOST As for state defaults these be- 
came so serious in the 1840's that 


HEAVILY IN OUR when an agent of the American 
R.R. FINANCING %overnment went toa Paris bank- 


ing house to seek a loan for our 
Treasury, the answer given was this: 


“You may tell your government that you have seen 
the man who is at the head of the finances of Europe 
and that he has told you that they (the United States) 
cannot borrow a dollar, not a dollar.” 

But in spite of this in due time America’s credit was im- 
proved. Many of the defaulting states and cities did ad- 
just their debts on a few-cents-on-the-dollar basis and 
European investors took their losses and again tried their 
luck with American investments. 


THE LONG-RANGE OUTLOOK 


Signs of an Upturn in Business Raise.Questions of What Effect the Spending Program Will 
Have On National Credit and National Economic Structure as a Whole—Devaluation 


of Dollar's Purchasing Power is a New Element in Problem 


By DAVID LAWRENCE 


our railroads. The cry was often raised to “put them 
through the wringer.” as. indeed it is being raised again 
today. But it was the European who was put through the 
wringer of reorganizations and bankrur‘cies. The Ger- 
mans, French, British and Dutch supplied most of the cap- 
ital for the building of our railroads and they helped to 
finance sewers, electric light plants, water systems, and 
many internal improvements for the people of the United 
States during the last 150 years. 


FAIR APPRAISAL So every now and then after a 
riod of resentment such as w 
OF FOREIGN pe esentment such a e 


are experiencing today, sensible- 
LENDING NEEDED ™nded persons finally come to 

the conclusion that lending across 
international boundaries is as essential in the long run to 
the prosperity of the world as circulation of blood is to 
the human body. 

There must sooner or later, therefore, develop in the 
United States a fair appraisal of the foreign lending prob- 
lem. While some of the losses in the past have been high, 
the yields also have been worth while. To quote further 
from the Brookings’ study: 


“The findings of the Institute of International Fi- 
nance show that during the sixteen years 1920-35, in- 
terest receipts amounted to $2,880,000,000 on the dol- 
lar loans to all countries except Canada. Interest re- 
ceipts are here defined to include ordinary interest 
receipts and also profit or loss that investors realized 
on bonds redeemed by the foreign issuer. 

“Reduced to an annual rate of return for the six- 
teen years, the $2,880,000,000 represents an average 
rate of 6.61 per cent on what the public originally paid 
for these loans. 

“It should be pointed out, however, that these re- 
sults make the position of the American bondholder 
appear much better than it actually was, for the cal- 
culations make no allowance for the depreciation in 
foreign bond prices that resulted from defaults on in- 
terest accounts. At the close of 1935 the outstanding 
dollar bonds of all countries stood some 30 to 40 per 
cent below their par value. This represented a shrink- 
age of about $1,106,000,000 in their value. 

“With deductions made to take care of this fall in 
market value, the $2,880,000,000 of aggregate receipts 
reduces to $1,774,000,000. Calculated on this basis, 
the annual rate of return on the loans was 4.07 per 
cent. 

“In summary: On dollar foreign loans, with all re- 
ceipts and losses included in the accounting, the rate 
of return at the end of 1937 would average a fraction 
of a point lower than the rates paid on United States 
government bonds.” 


One reason for this, of course, is that America bought 
these foreign loans often for as low as 93 and received 7 
per cent interest. Also, in the years prior to the 1929 
crash, substantial payments on sinking funds were made. 

All in all, a case can be made for foreign lending in re- 
cent years as compared with the record of our foreign bor- 
rowing in previous periods of our history. 


CAPITAL FLOW or underestinnt 
ESSENTIAL TO 


the hazards of the foreign capital 
WORLD TRADE flow, but to point out how essen- 

tial a capital flow is to a world 
economy. It is necessary to brush aside superficial pre- 
judicies and inane slogans and examine realistically the 
way the world, and particularly our own country, has 
used external capital in order that we may understand 
how to find a market for our idle dollars and for our sur- 
plus goods and farm products. 

I am assuming, consequently that in the next few years 
there will be a better understanding of capital flow and a 
resumption of credit extensions to countries which can 
become good customers. It is not unlikely that if a world 
war does come, it will be related to no small extent to the 
lack of vision of the democracies of the world in using 
their capital funds to remove the sources of friction be- 
tween nations. 

Inside the United States, of course, the big question 
which projects itself constantly is how much more “pump- 
priming” we are to have and how much further a strain 
can be put on federal credit as the national debt goes 
higher and higher. 

There is, to be sure, only one result that can follow an 
undiminished spending program if taxes sufficient to bal- 
ance the budget are never raised, and that is bankruptcy. 
But there’s another outcome much less apparent and no 
less real, It involves repudiation of debt throug}. a process 


= 


mate operation of the age-old doctrine of devaluation of 
the currency. 

The United States devalued the gold content of the dol- 
lar in 1934, but the purchasing power stayed up at par. In 
fact today the dollar buys in terms of 1923 prices about 
$1 16 worth of goods and necessities of life. As long as 
this is true, devaluation to a 59-cent gold dollar represents 
only an academic step. It is not really felt by the populace. 


EFFICIENCY MAY day, as 

rise and national income expands, 
KEEP SOME the dollar will not buy as a as 
PRICES DOWN 


it formerly did. 

The practical question of the 
next five years facing America is this: When will the 
dollar come down to 59 cents, or rather, when will the 
purchasing power tend to come down toward the 59-cent 
gold dollar? 

Technological efficiency and American ingenuity may 
keep the cost of certain items from rising in price so that 
even though other prices move up, the average of the dol- 
lar's purchasing power will not decline rapidly enough to 
be suddenly brought home to the masses. 

The dollar in terms of purchases might go down to 80 
cents and stop there. Nobody can predict the exact point 
at which the dollar's purchasing power will rest. Certainly 
the purchasing power of the dollar can be expected to de- 
cline a good deal in the next five years as prices rise. And 
when prices go up, the national income will go up too. 

The politicians will hail this as a vindication of their 
spending theories, but actually it will be the sign of the 
beginning of a repudiation of debt. If the government can 
pay off its debts in 80-cent dollars, the recipients will find 
it hard to purchase the same amount of goods as before, 
but the government will, in effect, have accomplished the 
equivalent of a 20 per cent reduction in national debt. So 
will the states and cities as well as many firms and com- 
panies which have borrowed money in the long-term 


money market. 
If this trend is foreseen soon 


EQUIVALENT TO rise in interest rates. Govern: 
CUT IN WAGES mental control of credit will tend, 


however, to restrain interest rates 
from climbing. Lenders, apprehensive of this, may, at 
times, find foreign securities of enterprises abroad an at- 
tractive offset to domestic loans. 

The net result of the completion of the devaluation pro- 
cess, on the whole, however, will be a cutting of the na- 
tional debt, and what is more serious—a cutting of real 
wages. 

Somebody has said that devaluation is one of the neat- 
est tricks devised by political governments to cheat the 
workers and make them believe they are getting no cut 
in wages when actually they are having their wages re- 
duced before their very eyes. 

We have heard much lately about high labor costs and 
the importance of increasing output per man. Devalua- 
tion will do it painlessly perhaps from the viewpoint of the 
politician because it will not be so readily perceived by the 
workers. It will nevertheless reduce actual wage costs. 
Industrialists will benefit because prices will rise faster 
than wages. 

Business is better now and will continue to grow better. 
Ahead of us is a boom and a steady increase in prices as 
well as an increase in the efficiency of American industrial 
and distribution processes. Workers will be lucky to have 
had a collective bargaining statute to fall back on but they 
will never be able to move ahead rapidly enough to keep 
up with the increases in prices of commodities and articles 
of every-day use, especially since technological efficiency, 
by keeping many prices low, will hold the “average” down. 


CREDITORS WILL During the next five years or 
SUFFER IN more—certainly through a rela. 


tively long-range period—deval- 


READJUSTMENT uation, begun in 1934, will grad- 


ually be completed and the big 
national debt we fear so much now will be slowly but 


surély repudiated through the well-known process of 
allowing the debtor to pay back the debts contracted in 
1934 at $1.28 of purchasing power with dollars earneti at 
80 or 90 cents... 

The creditors will suffer, of course, but in a long-time 
readjustment somebody has to take the loss and grimly 
apply the residuary capital to the next cycle in which there 


‘ Unfortunately Europeans lost most heavily in financing Ll scarcely realized by the people as a whole—the ulti- 


’ is always the hope of better luck. | | 
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NEW FLOOD OF GOLD FOR US:: 
GROWING PROBLEMS IT BRINGS 


+ 


MERICA'S gold ard 
last week to Mc 
billion dollars, or 55 per cr 
the gold in existencs 
That is more golc tla 


supply in all the wo ‘es 
It is four times as ue 
held by Great Br ‘ain 
wealthiest nation. five times 
as is held by France. fourte 
as much as is ownec by The “™ 
lands, and twenty-eight ‘me 
much as is owned by Beigiun 

No signs are vet n 
down in the latest 
to the United Status. which 
about Aug. 1 as a result of 
in Europe which crove capa 
flight to this countr for sale’ 


BILLION SINCE ! 

A billion dollars |: gold tas 
imported into this cc untry since Ave 
1. Biggest shipmen’.s of a. were 
ported for the wee ended Or ‘ 
when $206.654.272 |: sod su ™ 
ceived here 

America's gold proolem sas 
evidence ever sinc Jan 13) iv 
when the price of here 
creased from $20.67 o $35 an ounct 

This is the way th gold has Soerc 


into the United Stites a Re 

in our gold stocks 
Jan. 31, 1934.. 40M 
Feb. 1, 1934... 7.018.263 925° 
June 30, 1934.... 785418 5 
June 30, 1935.. 9115 643 49) 
June 30, 1936.. 10.608 4146478 
June 30, 1937 12.318.271 1% 
June 30, 1938 12 967 973 9% 
Aug. 1, 1938 13.017 41143 
Oct. 19, 1938... 14.008 491 Bo! 
i*Increase is due .o the 

price of gold from $2067 $35 

ounce.’ 
Thus, since deval ation of ‘he Go 

lar in 1934 this eco. ntrys supp.y of 


gold has doubied 
Ordinarily, such . 

eretion of gold within such a shor’ 

period would be infatonary with 4 


4a 
LA 
278 568 744 


More Borrowing 
By Industry: A New 
Sign of Recovery 


ne VERY is 
fota- 
~ fs nee 
pre 
‘ 
Peoeta Reeerve Board dala 
Seta [or capita! 
was’ four months was $129 
x mere than the monthiy 
averag for i937 and 
Th ng w 
ear ute 
2 esi men de 
now 
and medium grade 
«apa. Solauons 
> ray not reflect 
more corperatons are fnancing 


“A PROGRAM FOR BUSINESS" 


By LAMMOT DU PONT 


[Continued fron Pege 


trust to any one iian. “© an) 
class, to any one [action. oF eve: 
any one party. It is a powe 


ferred by all the j;cople. whieh a! 
fects the lives of a) the people anc 
it should be exerci ed in the .ntrr- 
eats of all the peop. in full day. tn’ 


Evils That Follow 
Partisan Politics 


Therefore. I see . one ult.ma'‘e 
solution. Taxa‘ion shouw.d be ‘agen 
out of partisan pol ics’ 

Likewise, labor le rislation and ‘he 


administration of «ll laws affect.ng 
employment should be ‘aken ou’ of 
politics, because, again. the o 
good is involved 

The great gainan ite by .abor dur- 
ing the past half century are ‘he 
fruits of a nationa philos 
in the main tenac! 


eee’ 


clung to 


l.iiical freedom vhich generally 
placed cooperation coercion 


and the rights of the many above ‘he 
personal ambitions of the few 


Already deviation from that tried 


course has brougl. conflict within 
the ranks of wag earners them 
selves, popular Over .abor’s 


motives, suspicion of the ultimate 
aims of some of leaders and an 
uncertainty in the minds of man- 
agement that has 


been a brake upor 
Licalculable cost tc the public And 
major portuon of Nat cast nas Deen 
at the expense of ‘he working man 

In the past. Amwrican free enter- 
prise has recruitec a vast majority 
of its leaders from: shop. shipping 
room, Mine, farm and office No \m.- 
passable barrier has ever stood be- 
tween the man in overalls and man- 
agement—on tie contrary. the was 
has been open dnd well-mar 


recovery an 


There has been 1:0 celling above 
which the hopes of the numbiles’ 


worker could not r.se 

It is to the best interest of lapor 
of business, and 0° public ‘hat such 
a ceiling should never be erected — 
tnat partisanship should never be 
permitted to blind! \id labor with ‘he 


bonds of class. Tl * same fair free- 
dom of opportunit: for which dums- 
ness asks must als be p.eserved for 
employes, and a 10n-politica! 
sideration of labors problems a.one 
aan preserve it. 

In the main, we ! ave divorced edu 


cation from parti.anship and 
change was necess ry in our syster 
of Government to accomplish 

The result has beer the building 
maintenance of sch and univer 
ties that are the p ide 
zen. The succes: of 


if ever, 
tne public 


«veten Sue directiy to the 
" ‘ versies are settied 
and that boards 
es ihe schoo 
ca erests 
are ase p ne pud.ut 
ADole and recog.- 
icc a5 4 50.6 if Whuch proles- | 
dominate 
pure.y Con- 
fronted oy ‘he difficult problems 
aseG OY motor trafic, the public 
v. en is Deen set apart from 
mrt and placed the hands of 
fut admunistration. with few 
ace 
The Vital Problems 
Of Taxation and Labor 
If i. is Vital to the common gvod 
nat educa of removed from par- 
4 pubuec health be re- 
movec from partisanship. that our | 
ve removed parlisan- 

}4a..) Vila. Mal Lhe proo- | 
and iabor. which 
as importantly on the na- 

WE be removed | 
pa They, too, 
re roblen the daly 
ving anc security of every man 
Man and chiid now alive. and of 
yet unbor: Let the solu- 
on of them of the composite result 
,adDe.ec conservative 
*Dorite or capitalistic. and there wil! 
need be no alarm over the nation’s 
future or over the future of Ameri- 
(an cemutracy 
Abundant Prosperity: 
A Goal to Be Achieved 
In conclusion is well] for us to 
rca... that the United States. as a 
ewe tr) as normally been a 
ng of or no unemployment. 
in fact. there has frequently been 
an actua. .ador shortage. The wage 
trend Nas Deen consistentiv upward 
Progress has been the rule All 
ar.ier Ons in tnose very 


ce enas ave veen followed 
oy a acet.crated resumption of 
tem. as surely as dawn follows dark 
Today. a similar resumption of the 
ipcitiona. forward trends of free 
entepprise due Deficiencies in 
»ants. machinery. houses and goods 
‘hat Nave accumulated since 1929. 
titute immediate needs which it 


‘ane a.. of the avaiiabie labor 
upp.¥ ‘Oo Du. according to every re- 
authority we 
fain ‘ace a period of full employ- 
re! f every able-bodied worker, 

prosperity even more abund- | 
any we Knew in the past 
of American business 
ec making that potential 


peri'y a so.ld fact 


il is 


delieved, than in 
1928 and 1929 


In 1937 domestic corporate issues 


for new capital were 66 per cent in 
bonds or notes, 34 per cent in stocks 


S far in 1938. the proportion has 
been 94 per cent bonds or notes, 
¥ 6 per cent in stocks 


New Controls 
Are Sought for 
The Oil Industry 


ECENT price-cutting on crude oil 

has raised the prospect of a closer 
eturn to something like NRA for the 
| industry 

After the Supreme Court outlawed 
the “code authority” method of deal. 
og with industrial problems, Con 
g-ess ratified a compact between six 
States for regulation of oil produc- 
tion. But that has proved no barrier 
tv unsettling price declines. 

Now. with the approval of Presi- 
Gent Roosevelt. an attempt is to be 
Liade both to strengthen the powers 
of the States under the compact and 
to enlist more States, The right t 
control refining of oil as well as pro- 
Cuction will be sought. 


OIL STOCKS REDUCED 

Production is stabilized. Stocks of 
crude oil were reduced from 310,000,- 
000 wo 280,000,000 in the past year. 
Col. Ernest Thompson, chairman of 
the 911 Compact Commission and olf 
the Texas Railroad Commission, said 
on Oct. 20 that the lower figure was 
about right to balance supply with 
demand 

The difficulty, 
Thompson. 
centiv ran 


as outlined by Col 
arose when refiners re- 
huge amounts of crude 


> 


oil through their refineries to get an 
additional supply of 2,000,000 barre): 
or heating oil, producin:;, in the 


process a surplus of 20,000,000 barrels 


of gasoline 


Price maintenance and other 
agreements between major oil com- 
panies were abandoned several! 
months ago as a result of prosecu- 


- 

— - —— - ——-—— | 
ons and indictments under the an | at Hyde Park, Col. Thompson said _§ fining capacity is located in the six 
trust law So no barrier against the Administration would recom- States already ioined An attempt 


the easoline 


surplus depressing prices | mend Congressional approval of re- that doubtless will be made, 

| existed. Prices dropped, and produc- | finery control, but the initiative had | I* the attempt should fail, the Come 

| er- renewed demands for oction. This | to come from the States which would pect Commission will seek other 
“was especially true in the compact | do the regulating means to assure orice stabilization 

States, Texas, New Mexico, Oklahoma This brought up the question of Preparations are under way to 

Llinois, Kansas and Colorado. having more States join the compat bring the subject up in a number 


After conferring with the President | because only about a third of the re olf State legislatures this winter, 
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BROWN HARRIMAN 


INCORPORATED 


(INCORPORATED) 


A.G. BECKER & CO. 


INCORPORATED 


October 19, 19378 


This is an announcement and is not to be construed as an offer to sell or as a solicitation of an offer to buy the securities herein mentioned. 


Public Service Company of Northern Illinois 


First Mortgage Bonds, 31% Series due 1968 


The Prospectus may be obtained in any state in which this announcement is crculated from only such of the undersigned 


HARRIS, HALL & COMPANY 


The offering 1s made only by the Prospectus. 


$80,000,000 


be dated October 1, 1938 To be due October 1, 1968 


Price 103% and accrued interest 


are vregutered dealers and are offering these securities in compliance with the securities law om tate. 


HALSEY, STUART & CO. Inc. 


& CO. THE FIRST BOSTON CORPORATION GLORE, FORGAN 4 CO. 


KIDDER, PEABODY & CO. LEE HIGGINSON CORPORATION 


LEHMAN BROTHERS F.S. MOSELEY & CO. 


BONBRIGHT & COMPANY 


INCORPORATED 


CENTRAL REPUBLIC COMPANY 


NEW GO 4-O00R SEDAN /889* 


ALSO- ANOTHER BIG NEW OLDS SIX AND 
A GREAT NEW EIGHT AT REDUCED PRICES 


~ ALL FEATURING Ty 
REVOLUTIONARY 


RHYTHM 


question about it... the stand-out car for 1939 is Olds- 
mobile! With the pick of them all in the low-price field... SASED On 
a brand new, all-new, all-quality Six with a flashing new Econo- 
Master engine. And it’s Olds again in the popular-price field. 
( om With stunning new editions of the Oldsmobile Six and Eight, SPRi NGING 
both with big, roomy, observation-type Bodies by Fisher and 2. 4.- 
— both reduced in price. See these three great cars... check War 
7 them against the field. There's an Olds for everybody in 1939! STABILIZATION 
. Delivered price at Lansing, Mich., subject to change without 2. x e 
notice. Price includes safety glass, bumpers, bumper guards, NEE ACTION 
— spare tire and tube. Transportation, WHEEL 
80" state and local taxes, if any, optional 
. equipment and accessories — extra. 
General Motors Instalment Plan. 
7" 
AN 


A GENERAL MOTORS VALUE 


SEE YOUR NEAREST OLDSMOBILE DEALER 


| 
| 
NOW: 
OBILE 
= — | 
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“| wholly disapprove of what you say but will | 
ment gives force to public opinion, it is essen- a 
detend to the death your right to say it. 
tial that public opinion should be enlightened (Z WINE voLTaes 
GEORGE WASHINGTON 
| Vol. 6, No. 43 October 24, 1938 
Signs of an Upturn in Business Raise Questions of What Effect the Spending Program Will 
Have On National Credit and National Economic Structure as a Whole—Devaluation 
of Dollar's Purchasing Power is a New Element in Problem 
By DAVID LAWRENCE | 
USINESS is getting better. ; our railroads. The cry was often raised to “put them ’ mate operation of the age-old doctrine of devaluation of 
Spending by the national government has been through the wringer,” as. indeed it is being raised again | the currency. 
| materially increased. today. But it was the European who was put through the | The United States devalued the gold content of the dol- 
| WPA rolls are higher than ever. | wringer of reorganizations and bankrur‘cies. The Ger- | lar in 1934, but the purchasing power stayed up at par. In 
When will private spending supplant public spending ? | mans, French, British and Dutch supplied most of the cap- | fact today the dollar buys in terms of 1923 prices about 
Every now and then one is tempted to make an appraisal | ital for the building of our railroads and they helped to | $1 16 worth of goods and necessities of life. As long as 
of the economic situation but is restrained by the knowl- finance sewers, electric light plants, water systems, and | this is true, devaluation to a 59-cent gold dollar represents 
edge that social and political trends have more bearing on many internal improvements for the people of the United only an academic step. It is not really felt by the populace. 
what happens in a country nowadays than almost any | States during the last 150 years. | 
other factor except possibly the impact of war in any ex- | | EFFICIENCY MAY Some day, however, as prices 
tensive area of the world. | FAIR APPRAISAL Se every now and then after a | K rise and national income expands, 
We now must assume a period of world readjustment | period of resentment such as we | EEP SOME the dollar will not buy as much as 
Whether in the next five years economic nationalism | OF FOREIGN are experiencing today, sensible- ' PRICES DOWN it formerly did. 
reaches a climax in war the inescapable fact is that domes- | LENDING NEEDED minded persons finally come to | The practical question of the 
tic trade will be more rather than less influenced by eco- | the conclusion that lending across | next five years facing America is this: When will the 
nomic friction abroad and tariff combat though heroic international boundaries is as essential in the long run to | dollar come down to 59 cents, or rather, when will the 
efforts continue to be made by Secretary Hull to develop the prosperity of the world as circulation of blood is to | purchasing power tend to come down toward the 59-cent 
sane tariff and trade relations. the human body. | gold dollar? | 
America has thought herself strangely immune from There must sooner or later, therefore, develop in the | Technological efficiency and American ingenuity may | 
world influences. It became politically expedient for the United States a fair appraisal of the foreign lending prob- | keep the cost of certain items from rising in price so that | 
Roosevelt campaign of 1932 to refute the Hoover notion lem. While some of the losses in the past have been high, | even though other prices move up, the average of the dol- | 
of a world-wide depression. Also we refused to assert our- the yields also have been worth while. To quote further | lar’s purchasing power will not decline rapidly enough to | 
selves at the London Economic Conference of 1933. So | from the Brookings’ study: | be suddenly brought home to the masses. | 
it was quite natural perhaps that all our emphasis since “The findings of the Institute of International Fi- | The dollar in terms of purchases might go down to 80 | 
1933 should have been nationalistic or rather introspec- | nance show that during the sixteen years 1920-35, in- | cents and stop there. Nobody can predict the exact point 
tively domestic. | terest receipts amounted to $2,880,000,000 on the dol- at which the dollar's purchasing power will rest. Certainly | 
| lar loans to all countries except Canada. Interest re- | the purchasing power of the dollar can be expected to de- | 
bil. | ceipts are here defined to include ordinary interest | cline a good deal in the next fiv . , had | 
REPUDIATION OF as we note the many bi receipts and also profit or loss that investors realized | 
ns of dollars which have been on bonds redeemed by the foreign issuer. | wan Geneon oe OP the national —_—w will gO Up ‘oo. — | 
FOREIGN DEBT IN: oan on relief, “pump priming” “Reduced to an annual rate of return for the six- | The politicians will hail this as a vindication of their 
and subsidies, we might well con- teen years, the $2,880,000,000 represents an average spending theories, but actually it will be the sign of the 
U. S. OLD STORY sider whether many of these bil- rate of 6.61 per cent on what the public originally paid beginning of a repudiation of debt. If the government can 
lions would not have been more productively expended in 7 ory — by aa a pay off its debts in 80-cent dollars, the recipients will find 
the form of loans to those foreign countries devoid of capi- it hard to purchase the same amount of goods as before, 
sults make the position of the American bondholder but the government will. in effect. h Salnad the 
tal, but possessed, on the whole, of a good record of re- appear much better than it actually was, for the cal- val a ene ee Seas ae 
payment. culations make no allowance for the depreciation in equivalent of a 20 per cent reduction in national debt. So 
Many Americans have deluded themselves with- the foreign bond prices that resulted from defaults on in- will the states and cities as well as many firms and com- 
theory that the United States is the only nation which terest accounts. At the close of 1935 the outstanding panies which have borrowed money in the long-term 
pays its debts and that foreigners do not. The Brookings dollar bonds of all countries stood some 30 to 40 per money market. 
book called “America’s Stake in International Invest- With of thie fall in DEVALUATION if trend is foreseen — 
ments’, in which the history of our own foreign lending market value, the $2,880,000,000 of aggregate receipts | EQUIVALENT TO —— me result may be e rage 
and borrowing for 150 years is reviewed. reduces to $1,774,000,000. Calculated on this basis, rise in interest rates. Govern- 
Some of our ardent American isolationists, would do the annual rate of return on the loans was 4.07 per CUT IN WAGES mental control of credit will tend, 
well to peruse this history, indeed, for it shows that even cent. : ii however, to restrain interest rates 
before the Civil War, some of our Southern States learned “In summary: On dollar foreign loans, with all re- from climbing. Lenders, apprehensive of this, may, at 
the art of repudiating debt or settling it for a small frac- ceipts and losses included in the accounting, the rate times, find foreign securities of enterprises abroad an at- 
. cso of return at the end of 1937 would average a fraction tractive offset to domestic loans 
tion of the par value and that American cities in particular, 
. of a point lower than the rates paid on United States The net result of th leti f th — 
did not hesitate to do what England and France have done government bonds.” “a sega e completion of the devaluation pro- 
SS, on the wi wi 
with their war debts. Let me quote, for instance, from the One reason for this, of course, is that America bought slenel dake harp hang o~ — we eungeas of the na 
story of American municipal bonds, many of which were these foreign loans often for as low as 93 and received 7 wages S more serious—a cutting of real 
purchased by innocent European investors who believed per cent interest. Also, in the years prior to the 1929 Somebody nie aah die Anucinesten | f th 
in Yankee fidelity to debt obigations: crash, substantial payments on sinking funds were made. est tricks devised h hit ONS CF 
“Many local governments at that time (the 1870's All in all, a case can be made for foreign lending in re- workers and make A is en — 4 cheat the 
and 1880 showed a their pe- cent years as compared with the record of our foreign bor- wages no cut 
cuniary obligations at all hazards. ansas county, “ee ' g their wages re- 
threatened with a bond suit, elected its officials on the duced before their very eyes. 
understanding that they were to stay in hiding dur- —s We have heard much lately about high labor costs and 
ing their term of office, transacting official business at CAPITAL FLOW The importance of this is not the importance of increasing output per man. Devalua- 
the county seat only at night. The officials of a Mis- to overestimate or underestimate tion will do it painless] ly peice ' 
souri county set pickets to guard their meetings ESSENTIAL TO the hazards of the foreign capital Pe ponueeny Peaaye from the viewpoint of the 
. hog politician because it will not be so readily perceived by the 
against the service of writs issued by bondholders. flow, but to point out how essen- y 
Memphis, Tennessee, had its city charter repealed to WORLD TRADE se tek tems te a + workers. It will nevertheless reduce actual wage costs. 
escape its debt. Duluth carved out of its corporate Be i “y og is a pe Industrialists will benefit because prices will rise faster 
territory the new ‘Village of Duluth’ that included all than wages. 
of the settlement while the city and its liabilities were judicies and inane slogans and examine realistically the Business is better now and will continue to grow better. 
left outside. way the world, and particularly our own country, has Ahead of us is a boom and a steady increase in prices as 
“Some cases that were taken to the courts were in used external capital in order that we may understand 1] . s ' 
_ _ 9or well as an increase in the efficiency of American industrial 
litigation tor periods of thirty to forty years or more, how to find a market for our idle dollars and for our sur- Lateelenal : 
: and distribution processes. Workers will be lucky to have 
at great cost to the debtors and little profit to the plus goods and farm products = / 
creditors. That foreigners held some of these worth- had a collective bargaining statute to fall back on but they 
less bonds and also some of those that were defaulted h ‘lb “e me ben oe oe seo will never be able to move ahead rapidly enough to keep 
. in the nineties is practically certain.” there will be a better understanding of capital flow and a up with the increases in prices of commodities and articles 
eco, = credit extensions to countries which can of every-day use, especially since technological efficiency, 
| EUROPEANS LOST As for state defaults these be- ecome good customers. It is not unlikely that if a world by keeping many prices low, will hold the “average” down. 
| came so serious in the 1840's that war does come, it will be related to no small extent to the 
| HEAVILY IN OUR when an agent of the American lack of vision of the democracies of the world in using CREDITORS WILL During the next five years or 
) R R FINANCING pevnament went to a Paris bank- their capital funds to remove the sources of friction be- more—certainly through a rela- 
ing house to seek a loan for our tween nations. | | 7 SUFFER IN tively long-range period—deval- 
Treasury, the answer given was this: Inside the United States, of course, the big question READJUSTMENT uation, begun in 1934, will grad- 
“You may tell your government that you have seen which projects itself constantly is how much more " pump- ually be completed and the big 
the man who is at the head of the finances of Europe priming’ we are to have and how much further a strain national debt we fear so much now will be slowly but 
and that he has told you that they (the United States) can be put on federal credit as the national debt goes surely repudiated through the well-known process of 
cannot borrow a dollar, not a dollar. | | | higher and higher. allowing the debtor to pay back the debts contracted in 
But in Spite of this in due time America’s credit was im- There is, to be sure, only one result that can follow an 1934 at $1.28 of purchasing power with dollars earned at 
proved. | Many of the defaulting states and cities did ad- undiminished spending program if taxes sufficient to bal- 80 or 90 cents. 
_ their debts on a few-cents-on-the-dollar basis and ance the budget are never raised, and that is bankruptcy. The creditors will suffer, of course, but in a long-time 
| ——- a. nw hang and again tried their But there’s another outcome much less apparent and no readjustment somebody has to take the loss and grimly 
by | ae | less real. It involves repudiation of debt throug. a process apply the residuary capital to the next cycle in which there 
‘ nfortunately Europeans lost most heavily in financing . scarcely realized by the people as a whole—the ulti- ’ is always the hope of better luck. 
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